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Editorial Comment 


American Attitude Toward 
Foreign Loans 


HERE has been much discussion, 

on both sides of the Atlantic re- 

garding the American attitude 
toward existing debts to this country 
and the making of fresh loans. Just 
what this attitude is was thus clearly 
set forth in the recent Annual Report 
of the Secretary of the Treasury: 


“While the integrity of international 
obligations must be maintained it is 
axiomatic that no nation can be required 
to pay to another government sums in 
excess of its capacity to pay. The com- 
mission in its settlement with Great 
Britain, made on June 19, 1923, and 
in subsequent negotiations or settle- 
ments has adhered to the principle that 
the adjustments made with each govern- 
ment must be measured by the ability of 
the particular government to put aside 
and transfer to the United States the 
payments called for under the funding 
agreement. Nor does the principle of 
capacity to pay require the foreign 
debtor to pay to the full limit of its 
present or future capacity. It must be 
permitted to preserve and improve its 
economic position, to bring its budget 
into balance, and to place its finances 
and currency on a sound basis, and to 
maintain and, if possible, to improve 
the standard of living of its citizens. 
No settlement which is oppressive and 
retards the recovery and development 
of the foreign debtor is to the best in- 


terests of the United States or of 
Europe.” 


This is a definite statement of the at- 
titude of the American Government, 
both with respect to its policy as re- 
gards the obligations of those indebted 
to this country and the modifications of 
this policy according to the economic 
situation of the debtor countries. 

Why it was necessary to insist that 
these debts be paid is thus plainly 
stated by Secretary Mellon: 


* * * “Early in the Administration 
of President Harding it became ap- 
parent that one of the first problems 
to be dealt with was that of protecting 
the billions of dollars of loans made by 
the United States to foreign govern- 
ments during the war. The cash ad- 
vances and credits granted represented 
money borrowed by the United States 
from its citizens. These sums must be 
repaid them with interest.” 


This fact is well understood in the 
United States, but among some of the 
debtor countries there appears to be an 
impression that the United States 
Treasury is overflowing with money, 
and that it is very ungenerous that we 
should require payment from debtors 
who are overburdened with obligations 
of various kinds. Secretary Mellon, 
in clear language but with politeness, 
tells these countries that the United 
States Government wants the money 
back that it loaned to foreign countries 
so that the American Treasury will be 
able to pay it back to those from whom 
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it was borrowed—that is, the people of 
the United States. 

After this plain and positive state- 
ment of the case, further quibbling 
about the matter may as well cease. 
And the countries indebted to the 
United States can gain nothing by 
calling us hard names. 

Why the United States has not 
countenanced the making of further 
loans to those few countries that still 
refuse to make a settlement of the debts 
they already owe us, is thus set forth 
by the Secretary of the Treasury: 


“Early in 1925, after much con- 
sideration, it was decided that it was 
contrary to the best interests of the 
United States to permit foreign govern- 
ments which refused to adjust or make 
a reasonable effort to adjust their debts 
to the United States to finance any por- 
tion of their requirements in this coun- 
try. States, municipalities, and private 
enterprises within the country con- 
cerned were included in the prohibition. 
Bankers consulting the State Depart- 
ment were notified that the Govern- 
ment objected to such financing. While 
the United States was loath to exert 
pressure by this means on any foreign 
government to settle its indebtedness, 
and while this country has every desire 
to see its surplus resources at work in 
the economic reconstruction and devel- 
opment of countries abroad, national 
interest demands that our resources be 
not permitted to flow into countries 
which do not honor their obligations 
to the United States and through the 
United States to its citizens.” 


The soundness of this position can 
hardly be brought in question. It is 
the very policy that a bank would apply 
in the case of an individual or ccrpora- 
tion debt—the debtor could get no 
further loans until he showed a dis- 
position to settle his outstanding loans. 
True enough, banks often make fresh 
loans to put debtors on their feet in 
order to enable them to pay. In every 
instance, when asked to do so, this 
country has shown its willingness to 
act in the same way. 
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The Causes of Bank Failures 


URING the Comptroller of the 

Currency’s report year ended 

October 31, 1925, there were 
ninety-eight failures of national banks, 
as compared with 138 for the year 
ended October 31, 1924. The last half 
of 1925 showed a decided decrease in 
the number of failures compared with 
the first half, the proportion being 
thirty-five to sixty-three.. It will be 
interesting to read what the Comp- 
troller says respecting the cause of bank 
failures: 


“While unfavorable agricultural con- 
ditions have contributed in a large 
measure to the closing of a number of 
these banks, still it must be borne in 
mind that the greater number of fail- 
ures occurred where the territories have 
had too many banks per capita and 
where too many bank charters were 
issued during the boom period of the 
war and immediately after peace was 
declared. Not only was there insuffi- 
cient business for the support of these 
banks but their organization resulted 
in hazardous and unwarranted compe- 
tition. 

“Upon an analysis of the cause of 
these failures, it appears that forty-nine 
were due to economic conditions, crop 
failures caused by drought, and the fall 
in market prices for livestock. Thirty- 
nine were caused by inexperience and 
mismanagement by officers and direc- 
tors and only ten by the defalcation 
of an officer or employe of a bank. The 
first two named causes might be con- 
solidated and attributed to strong com- 
petitive banking without the proper 
banking experience and banking ability, 
for, after all, the fact remains that 
there are many solvent banks remain- 
ing in these territories where the fail- 
ures have been most prolific and that 
such banks are in charge of and have 
been managed by capable and experi- 
enced men who, under the strongest 
pressure of competition, have been able 
to loan and invest the banks’ funds 
without incurring disastrous losses. 

“Economic conditions in the terri- 
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tories where the largest number of fail- 
ures have occurred are much improved 
and the banking industry is rapidly ad- 
justing itself to normal conditions. It 
is believed that the experience gained 
by bankers in the last ten years will 
be of great value to the banking busi- 
ness of the future and out of it will 
come better qualified bankers, more con- 
servative management, and greater 
safety to depositors.” 


If these failures were to some extent 
attributable to the fact that there were 
too many banks, this would seem to 
indicate the need of greater circum- 
spection on the part of the Comptroller 
of the Currency in granting charters 
to national banks in places where there 
are enough banks already. Although 
the over-enthusiastic organizers of 
banks are themselves chiefly to blame 
for the excess crop of new banks, 
doubtless the Comptroller might exer- 
cise a moderating influence upon their 
enthusiasm by the enforcement of more 
rigid requirements in the granting of 
new charters. The Comptroller is not, 
however, clothed with dictatorial pow- 
ers, enabling him to grant or withhold 
bank charters at his pleasure. There 
are statutory regulations governing the 
organization of new banks, the inten- 
tion of which was undoubtedly to make 
banking free to all who complied with 
them. But possibly the Comptroller 
might be more strict than he has been in 
the application of these statutory regu- 
lations. 

Obviously, these remarks apply to the 
general policy of the Comptroller’s 
bureau, and are not intended as a crit- 
icism of the present Comptroller or his 
predecessors. Broadly speaking, the 
question resolves itself into the degree 
of banking restriction the community 
will approve. Apparently, less freedom 
in starting new banks would be to the 
advantage of these new banks, in many 
cases, to the existing banks, and to the 
community at large. If, as the Comp- 
troller contends, too many banks spell 
disaster, it is plain enough that nobody 
is the gainer. 





But, as the Comptroller says, strong 
competitive banking without the proper 
banking experience and banking ability, 
was responsible for many of the failures 
occurring in the last year. He goes on 
to say: 


“For, after all, the fact remains that 
there are many solvent banks remaining 
in these territories where the failures 
have been most prolific, and that such 
banks are in charge of and have been 
managed by capable and experienced 
men who, under the strongest pressure 
of competition, have been able to loan 
and invest the banks’ funds without in- 
curring disastrous losses.” 


Perhaps, then, the problem of great- 
est importance is to assure, as nearly as 
possible, that only men of this type 
shall be permitted to engage in banking. 
The experienced and capable captain 
is the one most to be depended upon to 
navigate his vessel through stormy 
waters. 

Only to a limited extent is the Comp- 
troller’s bureau responsible for the 
personnel of the banks. The Comp- 
troller can judge to some extent of the 
qualifications of those who organize the 
banks in the first instance, as he can 
detect some errors of management as 
they develop. But the directors of a 
bank are chosen by the shareholders, 
and the directors appoint the officers. 
Incompetent directors are sometimes 
elected and incompetent officers ap- 
pointed. These may do the bank great 
harm in a short time, before the Comp- 
troller through his examiners can de- 
tect the mismanagement or fraud. But, 
as a rule, mismanagement and frauds 
are noxious weeds of slow growth, 
whose deadly fruits are not immediate- 
ly gathered. 

Probably the real lesson to be learned 
from our too frequent bank failures, 
and the partial success of official bank 
supervision, is that banks themselves, 
through their organizations, must exer- 
cise a greater degree of scrutiny over 
the business of banking. 
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Uniformity of Bankers’ 
Documents 


OR many years efforts have been 

in progress looking to the elimina- 

tion of the waste caused by the iack 
of uniformity in the size of the paper on 
which checks, drafts, notes and other 
bankers’ documents are printed. As a 
result of these efforts greater uni- 
formity in the sizes of paper and in the 
form of printing such instruments will 
become possible after March 1, when 
by mutual agreement among those in- 
terested the printing of the new 
standard sizes will begin. 

The desirability of this reform has 
been long apparent, especially among 
the employes in banks whose time and 
patience have been taxed in arranging 
and deciphering the various instruments 
daily passing through their hands. 
Obviously, on the score of arrangement 
alone, it is desirable that instruments 
of the same kind should be of uniform 
size. Otherwise they can only be 
stacked in irregular piles, or arranged 
according to size instead of character. 
But uniformity in other respects besides 
size is desirable. When checks or other 
banking documents are being hurriedly 
examined, as they must be in the day’s 
work, diversity in the method of print- 
ing, especially as relates to the position 
of the wording—such as dates, amounts. 
etc.—causes annoyance and delay. 

Even when this reform is carried out, 
the banks will have plenty of oppor- 
tunity to display their individual 
predilections in the use of emblems, il- 
lustrations—including portraits of of- 
ficers or their favorite children— 
provided these typographical idiosyn- 
crasies are confined to a_ particular 
location. 

In securing greater uniformity of 
these documents the bankers are rather 
tardily applying to this branch of their 
business the principle of mass produc- 
tion. The result should be greater 
uniformity, simplicity and dignity in 
the appearance of bank checks, drafts, 
etc., as well as a great saving in time 
and money. 


The American Bankers Association, 
the various state bankers’ associations 
and other organizations are to be 
credited with bringing this desirable 
reform to a successful issue. While 
the change will inure chiefly to the 
benefit of the banks, the public will also 
benefit through the greater economy and 
efficiency of banking service. 


& 
The Postal Savings System 


FTER having been in operation 
for a number of years, the 
Postal Savings System seems 

neither to have realized the hopes of its 
sponsors nor the fears of its antagonists. 
According to the Comptroller of the 
Currency’s report the aggregate of the 
deposits in the system on June 30, 1925, 
was only $132,173,211, the  with- 
drawals for the year 1925 slightly ex- 
ceeding the amount deposited. This 
compares with deposits of $7,151,803,- 
000 in the mutual savings banks, 
$1,918,230,000 in the stock savings 
banks, and $4,558,889,000 savings de- 
posits reported by national banks. 

In studying these figures it will be 
seen how groundless have proved the 
fears that the Postal Savings System 
would seriously encroach on the savings 
activities of the banks. It has been 
without practical effect. So that the 
banks may regard it with unconcern as 
a competitor with them. 

Whether the Postal Savings System 
should be so complacenily regarded by 
its friends is less clear. They can 
hardly take much satisfaction in the 
slow growth of the system and its 
failure to come up to the expecta- 
tions of its friends, who were rather 
vociferous in their claims for the neces- 
sity of establishing such an institution 
and the wonderful results it would ac- 
complish. 

The sluggish growth of the Postal 
Savings System may be ascribed to the 
fact that our people have become ac 
customed to dealing with their local 
banks and have confidence in them. 
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Even the “foreigner,” for whose special 
benefit the Postal Savings System was 
established, evidently has failed to sup- 
port it. Doubtless he has quickly 
adapted himself to American ways, and 
prefers to make use of the banks rather 
than the Postal Savings. 

Of course, in comparing the growth 
of the ordinary savings banks and the 
Postal Savings System, the greater re- 
striction on the amount of deposits of 
one individual in the latter must be 
taken into account. 


& 


Co-operation in International 
Finance 


bers of the Berlin Boerse, Dr. 

Schacht, president of the Reichs- 
bank, made some interesting observa- 
tions regarding American and British 
financial co-operation. His remarks 
are thus summarized by the Berlin 
correspondent of the London Times: 


“Herr Schacht referred to the 
change which had taken place since the 
war by which Continental Europe, in- 
stead of being the center of the world’s 
economic life, rather lay on the periph- 
ery. The strings which had bound 
America and Europe were still intact, 
but the ends were now being held in 
America’s hands. Although faith in the 
industrial capacity of Germany re- 
mained unshaken, America, which was 
inclined to regard Continental Europe 
as a single whole, took a detached view 
with regard to the restoration of Euro- 
pean finances. American co-operation 
with the London financial world was 
still apparent in a close personal trust 
and touch, based on the fact that the 
City possessed an exact knowledge of 
European conditions, the result of cen- 
turies of experience. America still at- 
tached the utmost importance to Lon- 
don’s judgment, and Germany would 
make a mistake if, while cultivating new 
relations with America, it did not retain 
those with London.” 


GS ‘ress of recently before mem- 


The situation would seem to be that, 
for the time being at least, America has 
a greater amount of loanable funds than 
Great Britain, although lacking the ex- 
perience which, as Dr. Schacht truly 
says, London has accumulated through 
the centuries. It would seem the part 
of wisdom for America to avail itself of 
this experience if its capital invested in 
Europe and other parts of the world is 
to find safe and profitable employment. 
In making such investments it certainly 
will not be prudent for us to ignore the 
lessons gained by experience, for bank- 
ing and investing are always in need of 
such practically helpful counsels. 

While, through existing banking rela- 
tions, much of the desired co-operation 
already exists, there is a feeling in 
London that, under present circum- 
stances, it might be still further ex- 
tended to the advantage of all con- 
cerned. That Germany considers it 
desirable to maintain close financial re- 
lations both with London and New York 
is clearly indicated in Dr. Schacht’s 
statement. 

America is now rather heavily com- 
mitted in European finance, and these 
commitments are likely to increase 
rather than to diminish. It is a de- 
batable question as to whether our in- 
vesting in that quarter of the world has 
been upon the whole wisely done. As 
time goes on, and our foreign loans in- 
crease, we may find the need of a more 
complete financial organization, in 
which London’s accumulated experience 
of the centuries will be found of great 
service. 


& 


Forcing the Socialist State 


OT content with its own rate of 
progress in forcing Socialism 
upon the country, Congress 
seems bent upon compelling the various 
states to engage more actively in the 
distribution of wealth by means of tax- 
ation. In the pending revenue bill, 
which proposes to tax inheritances to 
the extent of 20 per cent., it is pro- 
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vided that in estimating this tax, credit 
is to be given to the extent of 80 per 
cent. of any inheritance tax that may 
be levied by the respective states. This 
is virtually compelling the states to levy 
an inheritance tax whether they wish 
to do so or not. The reason of this is as 
follows: in those states having an inher- 
itance tax their citizens will be given 
credit for 16 per cent. of the Federal 
tax—that is 80 per cent. of the pro- 
posed tax of 20 per cent.—but where 
the state has no inheritance tax, this 
credit will not be given, and the full 
20 per cent. must be paid. This state- 
ment of course rests upon the assump- 
tion that the pending revenue bill be- 
comes a law with the provision in ques- 
tion remaining a part of it. 

The right of the Federal Govern- 
ment to impose a uniform method of 
taxation upon the states, even with 
respect to a single subject, is open to 
question. Certainly the economic de- 
sirability of uniform policies of taxa- 
tion does not appear. Conditions are 
not everywhere the same in all parts of 
the Union. They differ greatly. Some 
of the states have no doubt acted wisely 
in refusing to levy taxes on irheri- 
tances and incomes. Such states need 
capital, and invite its investment by a 


liberal policy of taxation. This liberal- 
ity is having its effect in those states 
where it has been made a part of the 
states’ taxation policy. It might be 
argued that all the states may treat 
capital with equal generosity, but this 
can hardly be worked out in practice. 
The requirements for revenue are such 
in some of the states that capital must 
be heavily taxed. In such cases there 
is less incentive to attract fresh capital 
than to procure large revenues to carry 
on heavy governmental outlays. Newer 
states, whose development is just be- 
ginning are in a different situation. 
They need capital more than revenue, 
and it is natural and right that they 
should so shape their taxation policies 
as to procure that which they most 
need. These states are less concerned 
in effecting a distribution of existing 
wealth than in securing more wealth 
for productive purposes. 

It would seem to be a misuse of the 
Federal taxing power to employ it in a 
manner to interfere with the fiscal pol- 
icies of the states. States ought to be 
left free so to form their taxation 
policies as best to promote internal 
needs. Nor should they be compelled by 
a Federal law to institute a Socialistic 
scheme for the redistribution of wealth. 
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place.—Henry A. Chandler. 








T would be unfortunate if the Federal Reserve System were 
forced to depart from a program which is contributing materially 

to the restoration of the gold standard in Europe. What is needed 
is a resumption of the conservative attitude on the part of banking 
and business that so successfully contributed to the control of the 
situation during the period when the large influx of gold was taking 
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Is Instalment Selling a Boon or a Menace? 


A Discussion of the Economic Problem of the Instalment Plan 
and a Proposed Solution 


By James E. Moffat 


The following article was awarded third prize 
in THE BANKERS MAGAZINE Prize Contest, 
concluded in November last.—THE EDITOR. 


NE of the outstanding features of 
present day marketing is the 
rapidly increasing use of the in- 

stalment plan. The plan itself is by no 
means new, having long been accepted 
as a satisfactory arrangement in con- 
nection with the transfer of real prop- 
erty. Thus the recent increase in the 
number of instalment sales represents 
chiefly the application of an old method 
of selling to an ever-increasing variety 
of goods. In this discussion will be 
considered certain economic implica- 
tions of the instalment plan which are 
frequently neglected or overlooked. The 
importance of the instalment scheme 
in its relation to banking policy and 
practice will be stressed, as will also 
responsibility of the modern bank in 
the checking or eliminating of instal- 
ment abuses. The advantages of the 
instalment plan are widely advertised 
and well known; the evils, on the other 
hand, are too often ignored or learned 
only by costly experience. 


Some Causes of Increased Instalment 


Selling 


It may be well first of all to mention 
some of the chief causes of the present 
rapid spread of, instalment selling. 





In America especially, normal 
business has come to be regarded as 
growing business, and business ex- 
pansion as a definite and desirable 
objective. For those who seek ex- 
pansion of busi , the instalment 
plan is attractive because it sug- 
gests the opportunity, or at least 
the possibility, of selling to cus- 
tomers who would not otherwise 
buy. 
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Some of these causes may easily be 
explained in terms of the changes tak- 
ing place in the organization and prob- 
lems of modern business. In the first 
place, the importance of the legal 
framework within which business is 
carried on must be recognized. Here 
one finds a definite tendency in the di- 
rection of organization and standard- 
ization of commercial practices, these 
221 





THE BANKERS MAGAZINE 





Modern education has, as one of 
its consequences, a marked increase 
in the number and variety of human 
wants. As knowledge grows, wants 
increase in both number and in- 
tensity. Interest is regularly fol- 
lowed by desire. Moreover, the 
present generation is not content 
with abstractions. If a thing ap- 
pears to be desirable, nothing short 
of possession satisfies. 











practices in turn receiving adequate 
legal protection after they have been 
accepted and approved by the public 
generally. Thus it is found today that 
the seller is amply protected by law 
in the enforcement of sales contracts, 
and this renders cash payments rela- 
tively less necessary. There is also 
the fact of new emphasis being placed 
upon the importance of increasing sales. 
In America especially normal business 
has come to be regarded as growing 
business, and business expansion as a 
definite and desirable objective. For 
those who seek expansion of business, 
the instalment plan is attractive be- 
cause it suggests the opportunity, or at 
least the possibility, of selling to cus- 
tomers who would not otherwise buy. 
There is also the problem of overpro- 
duction. This, of course, is largely the 
result of stressing the economies of 
large scale production. The temptation 
to attempt to reduce production costs 
by mass production frequently leads 
to conditions where production is run- 
ning ahead of normal market demand. 
This, of course, increases competition 
in the market, and in many cases the 
seller attempts to hold his custom by 
offering longer credit rather than lower 
prices. 


Changed Attitude of Consumer 


There is also in evidence today a 
definite change in the attitude of the 
consumer. This may best be explained 
as partly a result of the present stand- 
ards of living. To say that the stand- 
ards of living are constantly rising is 
to state a commonplace. The reasons 


for the rising standards are many and 
varied. Among these, three especially 
may be noted. In the first place mod- 
ern education has, as one of its con- 
sequences, a marked increase in the 
number and variety of human wants. 
As knowledge grows, wants increase in 
both number and intensity. Interest 
is regularly followed by desire. More- 
over, the present generation is not con- 
tent with abstractions. If a thing ap- 
pears to be desirable, nothing short of 
possession satisfies. 


The Advertising Factor 


Another factor in this connection is 
the rapid development of advertising, 
both local and national. If education 
in general leads to conscious wants, 


advertising calls attention to the means | 


of their satisfaction. From this re- 
sults the tendency for definite desire 
to run far ahead of purchasing power. 

It should also be pointed out that 
the increase in variety of wants and 
the wider knowledge of the means of 
their satisfaction has made consumers’ 
competition keener than ever before. 
There is in addition the effect of mod- 
ern habits of life. Consumption today 
is much more in the public eye than 
formerly, and the result is a new sig- 
nificance in what Veblen would call 
“conspicuous expenditure.” The coun- 
try club, the game of golf, the auto- 
mobile, and the moving picture, all go 
to add to the publicity of the modern 
man’s mode of living. With our pres- 





There can be no question as 
to the immediate effect of the in- 
stalment plan upon the volume of 
sales. The scheme undoubtedly 
greatly increases the number of 
prospective buyers. In many mar- 
kets there are more people with 
ready promises than with ready 
cash. In a sense this involves a 
new definition of demand. Desire 
plus willingness to pay are in this 
case sufficient; as ability to pay is 
to a large extent at least no longer 
immediately essential. 
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ent means of transportation, communi- 
cation, and entertainment, the question 
of competition in consumption has taken 
on serious meaning. Doubtless this 
increased competition in consumption 
is looked upon with favor by the busi- 
ness world generally; as it is commonly 
assumed to imply lowered sales resist- 
ance. That this is not an altogether 
unmixed blessing, even to the salesman, 
can easily be shown. 

When one considers the effects of 
the instalment system it becomes ob- 
vious that much of the past discussion 
of this subject has been extremely 
superficial. The instalment transaction 
is vastly more, in its economic signi- 
ficance, than a mere matter of sales 
technique. The far reaching effects 
demand that the subject be carefully 
considered with reference to both buy- 
ers and sellers. This raises two dis- 
tinct problems of analysis. Consider 
the matter first from the point of view 
of the seller. 


Instalment Sales from the Seller’s 
Viewpoint 


Surely there can be no question as 
to the immediate effect of the instal- 
ment plan upon the volume of sales. 
The scheme undoubtedly greatly in- 
creases the number of prospective buy- 
ers. In many markets there are more 
people with ready promises than with 
ready cash. In a sense this involves 
a new definition of demand. Desire 
plus willingness to pay are in this case 
sufficient; as ability to pay is to a large 
extent at least no longer immediately 
essential. 
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Another fact of vital importance 
to the seller is the reduction in 
future purchasing power which is 
the resultant of the instalment 
scheme. In its effects upon future 
demand, a lien upon future income 
such as the instalment plan repre- 

- sents is, in the majority of cases, 
worse than an ordinary mortgage 
on real property. In the case of 
real estate, the mortgaged property 
is normally assumed to itself furnish 
a means of providing partly or 
wholly for the future obligation. 
But with the instalment sale, as ap- 
plied today in various lines of mer- 
chandising, the possession and use 
of the article frequently tend to 
lessen rather than to increase the 
current income of the purchaser. 











With the instalment sale the real 
waiting is done, not by the buyer, 


but by the seller. The effect upon 
the seller in the individual instance 
will of course be determined by the 
number of instalments and the time 
allowed. But in all cases the danger 
of frozen credit is in evidence, and 
under certain conditions the pos- 
sibility very quickly becomes a 
reality. 














Another result is a distinct slowing 
up in the process of capital turnover. 
With the instalment sale the real wait- 
ing is done, not by the buyer, but by 
the seller. The effect upon the seller 
in the individual instance will of course 
be determined by the number of instal- 
ments and the time allowed. But in 
all cases the danger of frozen credit 
is in evidence, and under certain con- 
ditions the possibility very quickly be- 
comes a reality. 

The difficulty just mentioned ne- 
cessitates the seller charging prices 
sufficiently high to cover the elements 
of both interest and risk. Econom- 
ically this would appear to be both 
reasonable and sound, providing the 
particular transactions be justified so 
far as general circumstances are con- 
cerned. But when, as too frequently 
happens, the buyer is tempted to over- 
buy because of the provisions which 
make possible the postponement of pay- 
ment, a condition arises where the seller 
is using the device of high prices and 
high interest to protect himself against 
risks which should never have been 
created. On the other hand, in such 
an instance, the buyer is paying the 
penalty for an act which he has been 
unwittingly led into committing with- 
out full realization of the consequences. 

Another fact of vital importance to 











Up to the present time altogether 
too little attention has been given to 
the effect of the instalment idea 
upon general business methods. 
The instalment plan undoubtedly 
tends to break down credit morale. 
The seller sooner or later finds him- 
self yielding to the temptation to 
take long chances, and thus enters 
the thin edge of the wedge for loose 
business methods generally. In 
many cases the seller is not aware 
of the seriousness of the risks he 
is taking. The chronic instalment 
buyer secures different articles from 
different sellers, and thus the indi- 
vidual seller finds it difficult if not 
impossible, in the ordinary course 
of business, to check up on the ob- 
ligations a prospective buyer has 
already assumed elsewhere. 











the seller is the reduction in future pur- 
chasing power which is the resultant 
of the instalment scheme. In its ef- 
fects upon future demand, a lien upon 
future income such as the instalment 
plan represents is, in the majority of 
cases, worse than an ordinary mortgage 
on real property. In the case of real 
estate, the mortgaged property is nor- 
mally assumed to itself furnish a 
means of providing partly or wholly 
for the future obligation. But with 
the instalment sale, as applied today in 
various lines of merchandising, the 
possession and use of the article fre- 
quently tend to lessen rather than to 
increase the current income of the pur- 
chaser. 


The Question of Increased Business 


Risks 


The question of the increase of busi- 
ness risks resulting from the instalment 
plan demands further analysis. In this 
connection it should not be overlooked 
that the instalment sale is coming more 
and more to represent the granting of 
personal credit. Regardless of the 


legal protection associated with the 
sales contract, and the traditional and 
legal distinction between ownership and 
possession, the personal element tends 
to increase in importance. 


An interest- 
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ing illustration of present tendencies 


appears in the rapid multiplication and 


growth of business of the finance com- 
panies. One reason of course for the 
shifting of emphasis to the personal 
element lies in the increased use of the 
instalment plan in the marketing of 
regular consumers’ goods. In such 
cases there is no expectation of the 
buyer selling the goods at a profit, or 
even of selling them at all. It may 
be added that the instalment sale is 
no longer confined to what are ordi- 
narily classed as durable goods; and 
even where the element of durability is 
present, there are many lines of goods 
which could be resold only at a disas- 
trous reduction because of the stigma 
attached to the second-hand article. 


Effect of Plan on Business Methods 


Up to the present time altogether 
too little attention has been given to 
the effect of the instalment idea upon 
general business methods. The instal- 
ment plan undoubtedly tends to break 
down credit morale. The seller sooner 
or later finds himself yielding to the 
temptation to take long chances, and 
thus enters the thin edge of the wedge 
for loose business methods generally. 
In many cases the seller is not aware 
of the seriousness of the risks he is 
taking. The chronic instalment buyer 
secures different articles from different 
sellers, and thus the individual seller 
finds it difficult if not impossible, in 
the ordinary course of business, to 
check up on the obligations a prospec- 
tive buyer has already assumed else- 





Attention should also be called to 
the moral effect of the instalment 
plan upon the buyer. The scheme 
undoubtedly breaks down the habit 
of saving. There is a manifest 
weakening of the will to save and 
wait. Instalment buying is not 
merely a matter of living up to 
present income, undesirable as that 
may be. It is rather a question of 
consuming future income before it 
is either earned or received. 
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As long as the policy of prompt 
settlements for consumers’ goods is 
adhered to, the necessity of pay- 
ment will generally serve as a suffi- 
cient check upon overbuying. The 
instalment plan, on the other hand, 
makes possession too easy. The 
temptation to secure the goods for 
immediate enjoyment and to leave 
the matter of payment for the future 
is in many cases irresistible. The 
result is that discretion is thrown 
to the winds and an orgy of buying 
follows; buying which is nothing 
short of a reckless squandering of 
future income. 

















where. It should also be remembered 
that the overbuying which so frequently 
results in this way has a serious effect 
upon the seller’s good will. When a 
customer overbuys he naturally finds 
it difficult to meet his payments as ar- 
ranged; and in most cases the transac- 
tion is likely to prove unprofitable to 
the seller regardless of the outcome. 
If the buyer fails to pay there is fric- 
tion, delay, and loss for some of the 
parties concerned; if he is forced to 
pay, it is at the cost of his good will. 


Bearing of Plan on Business Optimism 


Another matter which the sellers 
cannot afford to overlook is the effect 
of the instalment plan upon business 
optimism. The American business man 
is inherently optimistic; and while this 
may be a blessing, it is not without 
attendant difficulties. The tendency to- 
ward optimism in business has _ its 
dangers, as the history of American 
business clearly shows. The bearing 
of the instalment plan on this question 
lies in the fact that business men nor- 
mally tend to forecast the future largely 
on the basis of the present trend. If 
the volume of sales in current business 
be satisfactory and growing, it is in- 
‘erpreted as a portent of profitable fu- 
‘ure business. Good business today 

uggests good business tomorrow. But 
note the fallacy when this line of rea- 


soning is applied to instalment busi- 
ness. When purchases are made on the 
instalment plan, a sale today does not 
promise a sale tomorrow. The fact 
is that in altogether too many instances 
the effect is just the opposite, and a 
sale today tends to make a sale tomor- 
row unlikely, if not impossible. 


Unfairness of Scheme to Conservative 
Dealer 


But perhaps the most objectionable 
aspect of the question, from the seller's 
point of view, is found in the fact that 
the abuse of the instalment scheme is 
manifestly unfair to the dealer who 
wishes to transact business on a safe 
and conservative basis. In many cases 
the individual dealer honestly desires 
to carry on business in the traditional 
way, but feels that owing to the in- 
stalment competition he has no choice 
in the matter. Even where the situa- 
tion is not so serious as this, there re- 
mains, nevertheless, the fact that in a 
growing number of merchandise lines 
the seller must choose one of two un- 
satisfactory alternatives. If he insists 
upon business on sound principles, he 
loses the trade of large numbers of 
prospective customers who are at- 
tracted by the seemingly easy methods 
of payment offered by instalment deal- 
ers. On the other hand, if he decides 
to resort to instalment selling, he must 
accept the serious economic uncertainty 
which is inevitable when the outcome 
of a large volume of business transac- 
tions comes to depend upon such uncer- 
tain factors as the continued health of 
the buyers, their continuous employ- 





If additional social capital does 
not come from what is saved from 
consumption, where is it to be se- 
cured? For the average man the 
old advice to “save and have’’ is 
still quite in order. The principle 
of the instalment scheme appears 
to suggest that the buyer have now 
and hope to save in the future. 
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ment, and their exercise of restraint in 
their purchasing of other articles. 

The effect of the instalment scheme 
upon the buyer will now be examined 
briefly. In the first place, it is ob- 
vious that one of the inevitable effects 
is the encouragement of extravagant 
buying. So far as the creation of wants 
is concerned, modern advertising is 
proving more than effective. As sug- 
gested before, there can surely be no 
question regarding the fact that the 
tendency at present is for wants to 
run far ahead of ability to pay. But 
so long as the policy of prompt settle- 
ments for consumers’ goods is adhered 
to, the necessity of payment will gen- 
erally serve as a sufficient check upon 
overbuying. The instalment plan, on 
the other hand, makes possession too 
easy. The temptation to secure the 
goods for immediate enjoyment and to 
leave the matter of payment for the 
future is in many cases irresistible. 
The result is that discretion is thrown 
to the winds and an orgy of buying 
follows; buying which is nothing short 
of a reckless squandering of future in- 
come. 


Tendency Toward False Standards 
of Living 


There is also a serious menace in the 
manner in which instalment buying 
tends in a sense to set utterly false 
standards of living. The members of 
the modern American family, both 
young and old, are greatly influenced 
in their expenditures by their neigh- 
bors’ habits of consumption. Con- 
sciously or unconsciously they direct 
their courses and form their habits ac- 
cording to the accepted policies and 





How will it be found possible to 
maintain consumption standards ii 
present consumption be based 
largely upon future income? If one 
consumes one’s income largely be- 
fore it is earned, can this process 
go on indefinitely, and if not, what 
of the final reckoning? 














The more widespread the use of 
the instalment scheme becomes, the 
more expensive will be the market- 
ing process and the more uncertain 
will conditions be throughout the 
whole field of business. 











actions of the other members of their 
social groups. Under normal condi- 
tions this is as it should be, simplify- 
ing as it does many of the prob- 
lems in the field of social control. But 
what of the effect when the _indi- 
vidual’s judgment is influenced by 
neighbors who have acquired the habit 
of instalment buying? In this case the 
judgment may become hopelessly dis- 
torted, being determined not by what 
the neighbors own, but by what they 
have in their possession. 

Another serious possibility lies in the 
effect which the spread of the instal- 
ment idea is likely to have upon the 
general nature of consumption. Ortho- 
dox economic theory has been formu- 
lated on the assumption that an indi- 
vidual normally attempts to classify 
his wants and to satisfy the most 
pressing or important before the others 
are given consideration. And under the 
traditional methods of marketing it 
would seem that the assumption has 
been largely justified. But with the 
introduction of the instalment scheme 
in certain lines of merchandising and 
not in others, the former relations ex- 
isting between the importance of cer- 
tain wants and the difficulties in the way 
of their gratification have been thrown 
hopelessly out of line. In other words 
it may become seemingly so much 
easier to satisfy the less important 
wants that the more important ones will 
be left totally unprovided for. And 
it is easy to see that if this sacrifice, 
on the part of the buyer, of reason to 
convenience continues indefinitely the 
result will be a marked change in the 
relative volumes of business done in 
different lines, with consequent disas- 
trous effects not only upon the total 
utility enjoyed by the consumers, but 
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also upon the business of the dealers 
in some of our most important lines 
of merchandise. 


Moral Effect of Plan on Buyer 


Attention should also be called to the 
moral effect of the instalment plan upon 
the buyer. ‘The scheme undoubtedly 
breaks down the habit of saving. There 
is a manifest weakening of the will to 
save and wait. Instalment buying is 
not merely a matter of living up to 
present income, undesirable as that may 
be. It is rather a question of consum- 
ing future income before it is either 
earned or received. ‘The theory that 
the national as well as the personal 
accumulation of wealth is dependent 
upon individual saving is perhaps some- 
what old fashioned, but it is neverthe- 
less valid. If additional social capital 
does not come from what is saved 
from consumption, where is it to be 
secured? For the average man the 
old advice to “save and have” is still 
quite in order. The principle of the 
instalment scheme appears to suggest 
that the buyer have now and hope to 
save in the future. 

So far the question has been dis- 
cussed with special reference to the 
effect upon particular classes. Con- 
sider now very briefly the bearing it 
has upon our whole social and economic 
organization. First of all, there is the 
problem of the stabilization of business, 
or in other words, of efficient adjust- 
ment of production and demand. Busi- 
ness activity, in practically all of its 
aspects, is definitely associated with the 
task of producing and distributing eco- 
nomic goods. Naturally, any disturb- 
ing factor which interferes with this 
task or which brings about maladjust- 
ment of any kind, offers serious possi- 
bilities. In this respect the effect of 
the instalment scheme must be to render 
vastly more difficult the problem of 
market maintenance. This is true be- 
cause the instalment seller is either 
destroying or exploiting potential fu- 
ture demand. This point has been 
touched upon already, and requires no 


further elaboration here. Suffice it to 
say that a market of instalment buyers 
is one of the most difficult of all mar- 
kets to analyze, and at best it is likely 
to offer poor promise of future sales. 

The effect of the instalment plan 
upon the process of consumption has 
also been discussed above. From the 
social point of view this involves two 
distinct problems. The first has to do 
with the volume of goods consumed 
and with the possibility of maintaining 
the volume. How will it be found pos- 
sible to maintain consumption standards 
if present consumption be based largely 
upon future income? If one consumes 
one’s income largely before it is earned, 
can this process go on indefinitely, and 
if not, what of the final reckoning? 
The second problem is that of the course 
of consumption, or in other words, of 
the kind of goods consumed. How shall 
the ever present temptation be dealt 
with which the instalment plan offers 
of consuming the goods most easily se- 
cured rather than those most needed? 
Both of the questions raised offer 
ground for study in the too much neg- 
lected field of the theory of consump- 
tion. 


Relation of Plan to Business Cycle 


An important question, both eco- 
nomically and socially, is that of the 
relation of instalment business to the 
business cycle. In times of business 
depression—and such times have to be 
reckoned with—the prevalence of the 
instalment arrangement is unquestion- 
ably disastrous to both buyers and sell- 
ers and to the public generally. In 
such times a large number of buyers 
are practically certain to find them- 
selves in one or the other of two posi- 
tions. They are either temporarily un- 
employed, or they are employed less 
remuneratively than before. Those 
who are unemployed, if they have been 
committed to the habit of instalment 
buying, find it difficult if not utterly 
impossible to meet the obligations al- 
ready assumed. On the other hand, 
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If the bankers insist upon sound 
business methods on the part of 
their clients as a pre-requisite to 
credit granting, the use of the in- 
stalment plan will be kept within 
reasonable and safe limits. If, how- 
ever, they neglect to formulate 
definite policies in this particular 
connection, they will be leaving to 
the winds of chance a situation 
fraught with dangerous possibilities. 











those who are employed less remunera- 
tively, if instalment buyers, having part 
of their incomes already pledged, find 
it necessary to cease from buying any- 
thing apart from absolute necessaries. 
The plight of the sellers is, of course, 
suggested in this explanation of the 
difficulties of the buyers. The fact is 
that in times of depression it holds 
true that the instalment sellers have in 
a sense spoiled the market in advance 
not only for their own goods but for 
goods generally. 

In concluding this part of the dis- 
cussion a summary is presented in the 
form of four propositions. In the first 
place, the valid normal function of the 
instalment sale is to make it possible for 
a buyer to secure a necessary durable 
commodity without immediate payment 
in full, and any extension of or addi- 
tion to the uses made of the scheme 
warrant careful scrutiny. Secondly, 
the instalment plan should never be 
considered as a defensible means of 
merely making a sale without regard 
for either the consumer’s need or his 
purchasing power. Thirdly, no discus- 
sion of the plan is complete if confined 
to the strictly business aspects. The 
effects of the plan are so important and 
so far reaching that the broader social 
and economic considerations must of 
necessity be taken into account. Final- 
ly, there is serious need at present for 
a clearer recognition of the fact that 
the more widespread the use of the in- 
stalment scheme becomes, the more ex- 
pensive will be the marketing process 
and the more uncertain will conditions 


be throughout the whole field of busi- 
ness. 


Three Types of Proposed Solution 


With regard to practical methods of 
dealing with the instalment problem, 
three types of proposed solution may 
be mentioned. One type of solution is 
based upon the idea of control by law. 
The difficulties, however, in the way of 
reform by legislation, are so many and 
so varied that detailed consideration 
appears to be unnecessary. It is true 
that the legal safeguards and prohi- 
bitions thrown about our commercial 
practices are in many cases highly ef- 
fective. But many of the difficulties 
pointed out in connection with the in- 
stalment scheme are plainly not of a 
nature to be dealt with directly by legal 
enactment. 

There is also the idea of solution in 
the form of example. But here again 
there are serious limitations. In the 
abuse of the instalment scheme it is 
frequently true that what is immedi- 
ately profitable to the individual most 
directly concerned is ultimately un- 
profitable and injurious to the public 
generally. Hence the difficulty of de- 
pending upon example. It should also 
be observed, in this connection, that in 
many cases the pursuit of a safe and 
conservative selling policy by one busi- 
ness man may prove to be an incentive, 
not to a like policy on the part of his 
competitors, but to an attempt to ex- 
ploit the opportunity of attracting cus- 
tom by offering more liberal terms. 


Education as a Means of Maintaining 


Sound Methods 


The third type of solution is one 
which depends upon education as the 
means of securing and maintaining 
sound methods in business. This ap- 
pears to be the real answer to the 
question. At the same time the magni- 
tude of the task should not be over- 
looked. Education of the consumer 
must at best be a slow process. The 
demand for consumption goods is real 
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and immediate; the dangers involved 
in the so-called easy payment plans 
are associated in the buyer’s mind with 
the vague uncertainties of the future. 
Furthermore, the actual terms of pay- 
ment in commercial practice are not 
normally arranged or determined by the 
consumer. For the most part he simply 
accepts the terms offered. On the 
other hand, education of the producer 
or seller, to be effective, must be care- 
fully planned and wisely directed. And 
in addition to planning and direction 
it appears to be necessary, in the prob- 
lem under discussion, that pressure of 
some sort be brought to bear to enforce 
observance of the rules prescribed. 


Final Responsibility Rests on Banker 


This brings up the question of the re- 
lation of this problem to banking policy 
and practice. Here it is that a real 
challenge to American bankers is found. 
It is true that attempts are being made 
by various trade associations and by 
certain prominent business men to stress 
the need of checking the extension of 
instalment selling. But after all, the 
great opportunity belongs to the bank- 
ers, and the real responsibility must 
rest with them. Here are very briefly 
our reasons for this conclusion. 

In the first place bankers are di- 
rectly interested in the adoption and 
maintenance of sound business methods. 
Whatever affects or endangers general 
prosperity cannot fail to be of vital 
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It is true that attempts are being 
made by various trade associations 
and by certain prominent business 
men to stress the need of checking 
the extension of instalment selling. 
But after all, the great opportunity 
belongs to the bankers, and the real 
responsibility must rest with them. 











importance to the banking interests. 
Secondly, bankers are more and more 
coming to be accepted as the general 
business advisors and financial experts 
for the nation at large; consequently 
their warnings will command attention. 
Thirdly, bankers deal with all classes, 
and, therefore, they can spread the gos- 
pel of sound commercial practice both 
intensively and extensively. Finally, 
bankers are peculiarly fortunate in the 
fact that the very nature of their busi- 
ness makes it possible to bring pressure 
to bear to compel the acceptance and 
adoption of the advice given. In other 
words, the final and decisive factor in 
the solution of the instalment problem 
must be found in the credit policy of 
the banks. If the bankers insist upon 
sound business methods on the part of 
their clients as a pre-requisite to credit 
granting, the use of the instalment plan 
will be kept within reasonable and safe 
limits. If, however, they neglect to 
formulate definite policies in this par- 
ticular connection, they will be leaving 
to the winds of chance a situation 
fraught with dangerous possibilities. 
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the average person. 





AVING, merely as an abstract principle is unattractive to 


It must be motivated by some 
definite objective, such as the purchase of a home or of an 
automobile, or to send a son to college, or to accumulate a 
certain sum by a certain age.—Ioger K. Ballard. 











Swimming With the Tide 
By Richard W. Saunders 


A FAVORITE sport in many lands 


is to get astride a board, mount 
upon a wave and have it carry 
one irresistibly to the shore. So the 
majority of men find that to go with 
the tide means increased speed and 
power with the minimum of effort. 
Success in life seems to come more 
often to those who adjust themselves to 
conditions and, so to speak, “swim with 
the tide.” By commending themselves 
to men of substance, by learning to 
carry out the ideas of the latter and by 
using tact when some modification seems 
necessary, more men apparently secure 
profitable positions, especially in the 
financial world, than in any other 


manner. 

Men who have achieved success have 
learned through experience that effec- 
tive results follow certain methods, and 
they seek for associates who will carry 


out such policies. They are inclined to 
look with suspicion upon contrary views. 
This does not mean a lack of progres- 
sive ideas on their part. It is one of 
the attributes of greatness to maintain 
an open mind ready to give new methods 
a chance to prove themselves if they do 
not conflict with fundamental principles. 

The young man bursting with what he 
considers more progressive methods is 
quite likely to antagonize, uniess he 
first lays the foundation for his ideas 
and is in a position to prove that they 
not only are as good but better than 
those they are intended to supplant. 
The burden of proof is always on the 
innovator, for experience soon teaches 
that a change is not always an improve- 
ment. 

As men take natural forces and use 
them, so does the individual take advan- 
tage of a predisposition in his favor. 
When the chance comes, how fast a man 
can go! He “goes while the going is 


good.” 


Can this be regarded, as it sometimes 
is, as being an ingratiating and under- 
handed policy? By no means. If a 
man is insincere, sooner or later it will 
show, and his progress stop, for he 
will be out of harmony with his asso- 
ciates. If he is incompetent, or a “yes” 
man, nodding his head at everything his 
executives utter, the day of reckoning 
will come. 

More serious however, is the case if 
the business is headed in the wrong di- 
rection or being conducted in the wrong 
manner. A man then owes it to his own 
honor and integrity to keep off that 
particular wave. In fact, he had better 
get out of the water entirely. The courts 
have too many cases of men afraid, 
through poverty for themselves or fam- 
ily, to oppose wrongdoing, who were 
carried onward by the wave of rascality. 

A man gains nothing by being always 
in a state of opposition. This generally 
means friction. There are times when 
conscience demands that the tide of 
popular opinion be breasted, but it takes 
a powerful swimmer to fight against the 
tide. 

But the man who says “no” to every- 
thing, thinking that by so doing he is 
maintaining a strong individual posi- 
tion, nearly always loses in the end. 
Co-operation not hostility is today’s 
watchword. As many mistakes are 
made by saying “no” as by saying “‘yes.” 

So the formula seems to be, when 
things are going right, go with the tide 
and be glad of the opportunity. The 
bears in a bear market and the bulls in 
a bull market ride to victory. Where 
something seems wrong or imperfect, 
experiment in a moderate way, check up 
every element that may affect the result 
and then with a proved project, demon- 
strate to the powers that be. One tide 
follows another and it is well, between 
them, to prepare for the next. And 
“Time and tide wait for no man.” 
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Items covered by this deposit > 
were mailed The American-Oriental . * 
Banking Corporation, Box 153,20 : 
15 Nanking Road, Shanghai, on 

Or 7 PAS. 
(Date) 





F 


Bal. Brot. For'd. M$ 264 7 
| 
Withdrawals ... .|| 


t 


ur receipt on arrival to this 


| jn 
Balance ... | 


Amount this deposit . 2226 


eR RS 

Write details on reverse side of 
this stub if you wish a record of the 
checks sent us. x 
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The American-Oriental 


P. O. Box 153, 15 Nanking Road, Shanghai. 
> Gentlemen, 


T enclose the following which om? er to my Mexican 
Dollar Savings Account No. fir 


Bank Notes, Cash, etc.. ..0.... M$ 
Checks, o Listed on Reverse, poco li 


Bal. Carried Forward | 2E €\O28 § Dollars 7 


Ry at LG rw ew ae 


(Address) 

















Date reg net 5, ae od 


| Z| 
| ss | 
BPS 


FA sharanyy, eet: 














eas “ - i. 
mene 1Geee... 


Brow ~Co Chung ter 
Be sure to list all checks on the back of this letter. ‘s2 








Specimen page from the deposit book used by the American-Oriental Banks. The right hand section 
is detached and sent along with the deposit, the stub at the left remaining in the book as the 
depositors’ record 


Banking by Mail Without a Pass Book 
By Gilbert King 


Manager American-Oriental Bank of Szechuen, Chungking, China 


ANKING by mail has received 
much attention of late and it is 
but natural that the thought given 

to the subject has resulted in many con- 
veniences for the depositor. 

When the writer was in charge of the 
banking by mail department of the head 
office of the American-Oriental Banks 
at Shanghai, he became impressed with 


‘the inconvenience and risk of sending a 


pass book through the mail each time a 
deposit was made to a savings account. 
As a result, he devised a new form of 
account which has been used success- 
fully by the American-Oriental Banks. 
Such has been the reception accorded 
this new form of account by American- 
Oriental depositors that it is being 
passed on through Tue Banxers MaGa- 
ziNe to banks in the United States. 
Those who believe that it will prove as 
satisfactory under American conditions 
as it has under conditions in China, are 
welcome to use it. 

Briefly, the system consists of: (1) a 
deposit book of “letters” to accompany 
remittances to the bank, each “letter” 
being furnished with an appropriate 
stu to enable the depositor to keep a 


record of deposits, withdrawals and bal- 
ances; (2) a receipt issued by the bank 
which may be affixed to the deposit book 
stub; (3) a statement mailed the de- 
positor quarterly ; and (4) a withdrawal 
form which is to be accompanied by a 
letter to the bank instead of by the usual 
pass book. 


How the System Operates 


Let me make myself clearer. 
When the depositor mails the bank 
his initial deposit he is not sent the 





Name: m, Waldeceh 
Address Brn 3 Go. y rasa, Bar y Tae. 


Dear Sir/Madam, 
We have to-day credited your Mexican Dollar 
Savings Account No... 7/~£-2....with the following : 
Bank Notes, Cash, ete... . - igeaingeet, 
Checks Totaling 
Also. @- Oneban 


Total M$ 


 nmadetadiais 
Dollars T wnaarte, Mame “ a 


Very truly yours, 


The American-Orients! Banking Corporation 
Ang. 25,19 2S 
(Date) Cashier 


Form deposit receipt mailed by bank to be pasted 
in deposit book on stub to which it corresponds 
231 





Attach this receipt to the corresponding stub 
of yours savings account deposit book. 
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Sometime you may .want us to trace the individual items of 
this deposit. Filling out the ‘following will make this possible. 


a 


Fill out the following if you wish a 
record of the checks sent us. 





DETAILS OF CHECKS 


DETAILS OF DEPOSIT 





____Drawer —|-—_ts - 
FC. Ox orc I /1~%& 
C.7. ALa, |a-o. Bank 


Total of Checks | 





4S \- 





___- Amount _ Drawer | Amount 
S| FC. Ozorie | SF |~ 
JO | C.2. mw | 





4O)\ - 


Po. orcter | _ 


| 
| 
Bank Notes, Cash, etc. | 


Total Deposit | 








Record sheet on reverse of deposit slip and stub to enable both bank and depositor to keep a record 
of details of various checks deposited 


usual pass book in which the deposit has 
been entered. Instead, the American- 
Oriental mails him a “deposit book” 
which closely resembles a small check 
book with stubs. However, in place of 
checks, the book has “letters” which 
may be filled out by the depositor and 
sent in with later deposits to the ac- 
count. As can be seen by studying the 
accompanying illustrations, the stubs 
enable the depositor to enter the balance 
brought forward, any withdrawals from 
the savings account, the amount sent 
for deposit under cover of the corre- 
sponding “‘letter,” and the balance car- 
ried forward. The back of the stub 
is ruled for keeping a record of the 
checks sent the bank. 

The “letter” attached to the stub is 
addressed to the American-Oriental and 
can be quickly filled in with the number 
of the account and the amount of the 
remittance. A convenient form on the 
back of the “letter” provides space for 
listing the checks which are sent the 
bank under cover of the form. No other 
letter is needed or desired. 


Make-up of the “Deposit Book” 


To make the deposit book as con- 
venient as possible, regulations govern- 
ing banking by mail savings accounts 
are printed on the inside of the front 


cover. Between the cover and the first 
“letter” is inserted a fly leaf on which 
are given brief suggestions for banking 
by mail. This fly, to insure its being 
read, is only about two-thirds the length 
of the book and of a distinctive color. 
Each book contains twenty-four stubs 
and “letters.” Inserted after the 
twenty-second “letter” is a form for use 
by the depositor in securing a new de- 
posit book. On the inside back cover 
of the book is a paper pocket containing 
a blotter and three or four withdrawa! 
forms, while, to discourage too fre- 
quent withdrawals, the pocket bears the 
advice “Build up a fund for the future, 
to be prepared for its opportunities and 
emergencies, possibly for its actual 
necessities.” 

So much for the deposit book. 

When the bank receives a “letter” and 
remittance, it fills out and sends the de- 
positor a receipt which is also in the 
form of a letter. One edge of the receipt 
is gummed to enable the depositor to 
attach it to the corresponding stub of 
his deposit book. The depositor’s 
“letter” is the bank’s credit slip. 


Withdrawals 


When the customer wishes to with- 
draw funds, he fills out one of the with- 
drawal forms and mails it to the bank 
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This receipt is for use when withdrawing funds from a 
“BANKING BY MAIL” SAVINGS ACCOUNT 


Ale No. 


Shanghai....... 


Received from The American-Oriental Banking Corporation, 
Shanghai. 
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the sum of Mexican Dollars 


NOT NEGOTIABLE 
M$ 


Signature 





This receipt must either be pr 


S$ 63—500—9-24. 





ted by the dep 
by written instructions. 


in person or be accompanied 








Specimen of withdrawal slip used by the American-Oriental Banks in their banking by mail plan. 
Several of these slips are inserted in the back of each deposit book sent out by the bank 


with his instructions. This form is a 
receipt, not a check. To make certain the 
savings account is not used as a checking 
account, the withdrawal form bears in 
large letters the words “not negotiable,” 
while at the bottom of the form appears 
the provision “This receipt must either 
be presented by the depositor in person 
or be accompanied by written instruc- 
tions.” 

To enable the customer to check up 
his balance with the bank, he is fur- 
nished a statement every three months, 
provided there have been entries to the 
account. This statement, in the case of 
the American-Oriental, closely re- 
sembles the bank’s checking account 
statement. It is not, however, posted 
daily in spite of the fact that so doing 
would furnish a check against the ledger 
keeper. Instead, the statement is copied 
from the ledger every three months. No 
attempt is made to send out all state- 
ments on the same day but a certain 
number are made out daily and the work 
is thus spread out over the quarter. 

The mailing of a quarterly statement 
offers a valuable opportunity to enclose 
a friendly letter on saving, a folder 


describing various services offered by 
the bank, or some other appropriate ad- 
vertising matter. 


Account Stimulation 


When it is found that an account has 
been inactive during the quarter, the 
bank sends no statement but a letter 
designed to stimulate deposits. Should 
a series of four form letters fail to 
revive the account, it is removed to a 
dormant file. 

Before the American-Oriental intro- 
duced the banking by mail savings ac- 
count, a questionnaire was sent to a 
representative list of depositors. It was 
only after the bank received an almost 
unanimous vote in favor of the new form 
of account, that the American-Oriental 
instituted it. We later extended to our 
checking accounts the idea of wording 
credit slips so they would take the place 
of letters. We believe that this atten- 
tion to details, and our constant efforts 
to make banking by mail both simple 
and convenient is in large part respon- 
sible for the fact that the American- 
Oriental Banks now have depositors in 
every city of importance in China. 


au 











CLIFTON H. DWINNELL 
President of the First National Bank of Boston, Mass. 


HE new president of the First National Bank of Boston, 

Mass., was born in Worcester in 1873. He was 
educated in the public schools of Fitchburg, Mass., and 
Worcester Polytechnic Institute, from which latter he was 
graduated in 1894. The following year he entered bank- 
ing in the International Trust Company, Boston. In 1898, 
he joined the staff of the Shoe and Leather National Bank 
of Boston, and was made assistant cashier in 1900. When 
the Shoe and Leather consolidated with the National Bank 
of Redemption, he retained the position of assistant cashier 
in the consolidated institution. In 1904, the National 
Bank of Redemption was consolidated with the First 
National Bank of Boston and Mr. Dwinnell became assistant 
cashier of the First National. In 1905, he was advanced 
to the rank of vice-president, and has continued to serve 
in that capacity until his recent election as president. Mr. 
Dwinnell is a member of the corporation and finance 
committee of Worcester Polytechnic Institute, treasurer 
and trustee of Tufts College, trustee of Wellesley College, 
and a director in several corporations. 














Insurance Company Methods Applied 
to Banking 
By M. S. Wyche 


HE last few years have recorded 
T: remarkable growth on the part 

of all well-organized life insur- 
ance companies. Indeed some of these 
companies have developed such gigantic 
organizations and attained such high 
places of power that the eyes of the 
entire financial world have been turned 
on them. And the end is not yet. 

Bankers recognize the life insurance 
company as an institution which edu- 
cates the people in the practice of 
thrift, making the money saved up of 
double value by lending it out in 
long-time loans that make for progress 
and prosperity. Besides, the streams 
of money that flow into the home office 
of a life insurance company, or into a 
well-organized district agency, at sev- 
eral points use the bank as a channel, if 
not as a reservoir. So it pays the banker 
to keep on friendly terms with the life 
insurance man. 

While it is true that bankers have 
looked on and marvelled at the rapid 
and sound growth of insurance com- 
panies, and have placed their stamp of 
approval on them by investing person- 
ally in the stock of such companies, it 
seems that few have stopped to consider 
that the methods used so successfully 
by life insurance companies, may, in 
many cases, be applied to banking. 

The life insurance man _ considers 
every man, woman, and child a prospect 
for some kind of life insurance policy, 
excepting, of course, those who are 
physically, morally, or mentally un- 
sound. And he goes out to work his 
field systematically and scientifically. 


Applying Scientific Methods to Life 
Insurance Sales 


But life insurance companies are still 
fighting their way over the direst forms 
of prejudice based on a combination of 
ignorance, superstition and fear. The 
fact that insurance is connected in the 
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mind with the idea of death is a psycho- 
logical reason why the first reaction of 
almost everyone is unfavorable. In many 
cases it is militantly so. And life in- 
surance companies could never have 
progressed as they have, had they not 
recognized the problem as psychological 
and met it scientifically. Study the 
tactics of every successful life insurance 
agent or salesman and you will find him 
expert in applying the principles of 
psychology. ‘True he may have learned 
the business by experience only, and 
while he may not realize that he is using 
the science of the human mind, neverthe- 
less he is. And the more enterprising 
companies have already established 
training schools where every agent or 
salesman has an intensive course, not 
only in behaviortstic psychology and 
salesmanship, but life insurance itself 
is studied down to its roots. After 
which, each policy, contract and form 
of that particular company, as well as 
the plan of organization, are learned in 
detail. In other words, every man is 
trained, either in schools or by a gen- 
eral agent who has years of experience 
back of him, and to whose interest it is 
to make every agent succeed. 

Along with this training is instilled 
into the student agent a belief in life 
insurance as a means of good to human- 
ity and a confidence that he himself 
will develop and grow as he works, 
financially as well as otherwise. He is 
made to think of himself as a dignified 
professional, as indeed he really is. 
Every man he meets is a prospect and 
the law of average with which he works 
will show that he actually sells a cer- 
tain per cent. of all persons with whom 
he comes in contact. 


The Attitude of the Average Bank 
Teller 


Compare this with the attitude of the 
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eral years’ experience as a bank clerk 
and teller myself, I know them to be, 
as a rule, of a kindly and agreeable 
disposition, working very hard for their 
employers, and giving fully as much to 
their work as any other clerk or profes- 
sional. Yet, in general, their manners 
could be much improved. Many times 
they impress the people as being in- 
different. The machine-like speed with 
which a teller dispatches his work often 
makes him appear as lifeless as a ma- 
chine. If to this is added a kind of 
hatred for the work itself, the teller 
may appear, to strangers who approach 
him, as surly and vicious as an inmate 
of another kind of cage, repelling rather 
than drawing people to his bank. It is 
a fact that tellers and window clerks 
often drive away new business as fast 
as the advertising department draws 
it in. 


The Commission System as a Stimulus 
to Co-operation 


It is true that the commission system 
makes it possible for the insurance com- 
pany to receive the highest type of co- 
operative work. Everyone profits by all 
work done, and a record is kept of what 
each man earns for his company and 
what his company gives back to him. 
This makes possible the very close or- 
ganization that so much resembles a 
great family, each happy in his part. 
It is my belief that some sort of profit- 
sharing system is now necessary for a 
bank to continue to get the most from 
its men and to keep its organization up 
to the highest point of efficiency. Bank 
clerks are human and it is but natural 
that a more personal interest will be 
taken and a more conscientious service 
given, if a share in the prosperity comes 
to them. Therefore, I would say, the 
first point where it would pay a banker 
to study the methods of a successful life 
insurance company would be in the 
closeness of organization and the mental 
attitude of employer and employes. 

With the perfecting of organization. 
which will, of course, include the train- 
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ing of all clerks and officials for expert 
service, one makes sure of economy of 
management and courteous and efficient 
service to depositors and patrons al- 
ready on the books. This is in itself the 
best means of acquiring new business, 
as no advertisement pulls like the per- 
sonal endorsement of one who is using 
the service himself. But the modern 
banker feels it necessary to make spe- 
cial efforts for new business, and so new 
business departments are often organ- 
ized. Now an insurance company has 
no new business department, because it 
is understood that every person work- 
ing for the company is always after new 
business. If every man and woman em- 
ployed by a bank felt it his or her duty 
to boost for the institution he or she is 
employed by, new business departments 
would be necessary only as a means 
of advertising, and the bank would be 
one great new business machine itself. 


The Function of Advertising 


Advertising is necessary, for clerks 
and officials can personally influence 
only those with whom they come into 
contact, and they are few compared with 
the thousands or millions who may be 
reached with advertisments in news- 
papers, periodicals, and direct-by-mail 
service. ‘The duty of the advertising 
man is to educate the people in regard 
to the benefits obtained from the bank- 
ing habit, to inform them in regard to 
the superior service offered by his par- 
ticular institution, and to cause new 
business to be brought to the different 
departments of his bank. He makes 
promises to the public in his advertise- 
ments. These promises must be ful- 
filled by clerks and officials of the bank. 
Unless there is systematic co-operation, 
this is not always done, and the adver- 
tising does harm instead of good, since 
it brings to the bank people who go 
away dissatisfied and thereafter talk 
against its service. The insurance agent 
knows that it is his duty to finish the 
work started by the advertising depart- 
ment, and he does it very gladly, be- 
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cause it adds materially to his commis- 
sions, and makes the selling of insurance 
easier. The insurance company uses 
advertising as a farmer fertilizes his 
field. He expects an increase of pro- 
duction but the harvesting he expects 
to do personally. Advertising may en- 
rich the field of the banker by educating 
the people in thrift and making them 
aware of their need of the service, but 
the account must be kept on the books 
with personal work on the part of clerks 
and officials. Mere machine perfection 
will not suffice to do it either. 


Personal Solicitation 


Insurance companies have always 
sent personal solicitors out after busi- 
ness. Some banks have done this too, 
but not to the extent that they may do 
it in the future. A Chicago business 
man said to me once, “I keep my ac- 
count at a certain bank, because one of 
their men came into my office one day 
and asked me to put it there. I was 
pleased with the invitation, and also 
pleased to meet the solicitor himself, 
who was one of the bank’s officials, when 
I walked into the bank. He was an 
official who went out an hour or two each 
day and kept his desk the rest of the 
time.” 

What would it mean to a bank to have 
a number of assistant cashiers whose 
duty it would be to solicit in the city or 
country certain hours or days each 
week? If such men were scientifically 
trained in the art of salesmanship, it is 
reasonable to expect a very high return 
for such work. 

When an insurance company goes into 
a new territory, or when it finds that an 
old one is not producing as it should, an 
intensive study is made of the field, its 
possibilities charted, and the best man 
sent there. But no matter how well- 
equipped this man is to overcome the 
difficulties, he is not left to battle 
alone. Bulletins are sent and daily let- 
ters of encouragement and help, signed 


personally by high officials, go to every 
worker in the field. It is a family af- 
fair; all profit by the success of one. 

In additional to personal profit that 
comes from successful selling of life 
insurance, the insurance company in- 
stills a pride into its men so that they 
find their work a fine sport. And there 
is that bigger thing, the ideal of doing 
something good for humanity. That, 
too, is put to use by the life insurance 
company, so that an agent actually feels 
that he is doing a great human service 
when he goes out and persuades men to 
invest in life insurance. 


Helpful Influence of the “Service” 
Ideal 


Surely a bank is the source of good 
to any community, and a man may feel 
that he has done a good service when 
he has influenced men and women to 
use it. Men do not live by bread alone, 
or by work alone, or by money alone. 
Let the bank clerk feel that he is doing 
humanity good with his daily work and 
he will become more interested and en- 
thusiastic. He will become less ma- 
chinelike in his attitude to depositors, 
and courtesy and kindness will follow 
naturally. He will draw people to him 
and to his bank. And his fellow clerks 
will catch this spirit and pass it on. The 
final result will be not only increased 
business, but also good will on the part 
of all concerned. 

Insurance companies have been forced 
to be scientific and clever in‘ their 
methods. They are not at all se- 
cretive about them. Almost § any 
banker would be welcomed as an hon- 
ored visitor and told about the system 
used. Indeed insurance company presi- 
dents are usually proud, and rightfully 
so, of their organizations, and glad to 
pass on anything that will benefit other 
lines of business. By watching their 
methods a banker will find many a place 
where his own system can be improved 


with profit. 





Should Banks Attempt to Regulate 
Automobile Financing? 


Finance Companies Meet to Discuss Methods of Keeping 
Sales of Automobiles on Sound Basis 


By William Hayes 


OW to keep instalment sales of 
automobiles on a sound basis 
was the chief topic of discussion 

at the second annual conference of the 
National Association of Finance Com- 
panies, held at Chicago, Ill., November 
16-17, 1925. The association was 
formed in 1924 by several banks and 
the larger finance companies, to estab- 
lish conservative standards for automo- 
bile financing. At that time the asso- 
ciation had a membership of 150. The 
membership has grown to 243, but the 
maintenance of the standards laid down 
at the 1924 conference still engages 
the greater part of the attention. The 
first convention recommended that the 
minimum initial payment for a new 
passenger car should be one-third of 
the cash price, and the maximum time 
for the payment of the balance should 
be twelve months. In competing for 
business, however, many instances are 
found of initial payments of 25 or even 
20 per cent. with the time for the pay- 
ment of the balance extended to eighteen 
months or longer. 


Bankers Cannot Regulate the Industry 


There have been suggestions that 
the banks should force the finance com- 
panies to conform to sound practice. 
This is asking too much of the banks, 
said Arthur W. Newton, vice-president 
of the First National Bank of Chicago, 
in his address “Automobile Financing 
from the Standpoint of the Bank,” 
continuing as follows: 


It is no part of the business of the banks 
to unite for such a purpose, even if it were 
feasible or legal for them to do so. But, 
in fact, such united action on the part of 
banks is impossible. The banks have 
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troubles enough in keeping their own houses 
in order, which as a rule they do very 
well, without attempting to dictate to other 
lines of business what they should do. 
What the banks can and undoubtedly will 
do is to exercise the same supervision over 
the individual finance company as they do 
over the firm or company in any other line 
of business. In other words, if a bank 
does not like a finance company’s state- 
ment, its management, or its methods of 
doing business; to the extent that it feels 
that its loans are in jeopardy, the bank will 
very properly either curtail the finance 
company’s line of credit or withdraw it en- 
tirely, just as it would do with any other 
kind of borrower. Naturally banks inquire 
of one another as to their experience with 
this or that finance company, but the First 
National Bank of Chicago has never yet 
had any bank suggest to it that it should 
agree to try to compel any finance company 
to do its business in any particular way, 
nor should it care to enter into any such 
agreement. 


Twelve Months’ Paper More Liquid 
for Banks 


On the subject of the standard terms 
recommended at last year’s conference, 
Mr. Newton had this to say: 


There is no particular magic in the stand- 
ard of twelve months’ maturity. There are 
many companies doing a successful busi- 
ness with a considerable volume of their 
paper running in excess of twelve months. 
The fact is, however, that there should be 
a standard to be kept in mind, even though 
it cannot always be adhered to. The finance 
companies, during a period of years, built 
up an enviable reputation and made small 
losses on a standard of twelve equal monthly 
payments. So far, therefore, as can be 
judged by the experience of finance com- 
panies—a short experience, of course, as 
compared with most lines of business— 
twelve months is a safe standard to oper- 
ate on. From the banker’s viewpoint, it 
is unsound for any concern to borrow from 
a bank at six months where the. underlying 
collateral does not largely liquidate itself 
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during the period of the loan, as, of course, 
paper with a maximum maturity of twelve 
months would do. Certainly the finance 
company which took only twelve months 
paper, if asked to pay its notes as they 
matured, could do so by stopping its pur- 
chases, using its cash, and liquidating its 
surplus collateral, if shown a little indul- 
gence by its bankers. This is quite as cer- 
tainly could not do if its paper ran for as 
much as twenty months. 

The question of down payment is im- 
portant; some think as much so as that of 
terms; some think more so. It is certainly 
a fact that unless there is a substantial 
down payment, the finance company is, on 
the one hand, taking from the purchaser 
notes that represent considerably more than 
the manufacturer’s price for the car, and, 
on the other hand, if the car is repossessed 
soon after it has been sold, the finance com- 
pany stands no chance of selling it for what 
he has in it. The dealer who parts with 
a car on a small down payment and twenty 
or twenty-four monthly payments may think 
he has sold a car, but if the finance com- 
pany has recourse on him, he is only rent- 
ing one, with an option to the buyer of 
ultimate purchase. 


The Best Terms for the Individual 


Some regard must be paid to the eco- 
nomic or social justification for the in- 
dividual purchaser owning and operat- 
ing a car, said Henry Ittleson, presi- 
dent of the Commercial Investment 
Trust, Inc., New York, in discussing 
“Automotive Financing from the Stand- 
point of the Finance Company.” He 
continued : 

Credit buying of a motor car related to 
the individual’s income presents a serious 
economic problem. Most desirable, of 
course, is the purchase of a motor car 
out of previously acquired capital, but 
reasonable outlay from current income is 
equally justifiable. What is the limit? 
Among many yardsticks, it has been sug- 
gested the limit may be expressed by the 
following formula: 

1. A purchaser should not acquire a 
motor car if the depreciation during the 
first twelve months exceeds 15 per cent. 
of his annual income. Excess depreciation, 
plus his cost of maintenance, necessary in- 
surance, and repairs create too heavy an 
income burden for the individual. 

2. Accepting the above yardstick, for the 
moment then, no purchaser should be in- 
duced to acquire too costly a motor car 
by the deluding invitation of small monthly 
payments, extending over many months. 
His depreciation loss would be excessive. 
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3. No motor car should be entrusted to 
an individual unless his initial investment 
is sufficiently large to make him feel that 
he owns the automobile, that he has some 
pride of ownership, and that he can afford 
to take care of it and spend sufficient money 
for its proper care and maintenance. An 
insufficient down payment, on the other 
hand, makes the purchaser feel that he is 
renting the car, and gives him no incen- 
tive whatsoever to take proper care of the 
collateral. The result is excessive depre- 
ciation and a severe economic loss to the 
whole community. 


The best way to keep automobile fi- 
nancing conservative, Mr. Ittleson held, 
is to place a voluntary check on prac- 
tices which are generally agreed by 
bankers and the public to be unsound, in 
the interest of continued co-operation of 


the banks. 


Conservative Terms the Safest 


But the best reason for adhering to 
the conservative standards set up at the 
first conference is because it pays, 
demonstrated by Charles C. Hanch, 
general manager of the association, in 
speaking of the “Safety Zone of Auto- 
mobile Financing.” He said that a 
comprehensive survey of the experi- 
ence of the finance companies made last 
year by the association showed that the 
average loss on repossessed cars was 
as follows: 

Number of 
monthly payments Loss 

12 _— ane ve $ 50 


16-18 sialon ecnniippenasdesasheaucstilite 78 
over 18 sales Sabiceninabaenie — 220 


The effect of small down payments 
was also clearly brought out by the 
survey: 


Percentage 
Down payments of repossessions 


One-third .......... eatianidatetiie 1.75 
One-fourth — ptacunneton 3.8 
Less than one-fourth 


Briefly, then, experience shows that 
the longer the period of payment. the 
larger the average loss, and the lower 
the down payment, the higher the per- 
centage of repossessions. This in it- 
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self would seem a conclusive argument 
for the standard terms. 


The Question of Dealer Endorsement 


C. E. Gambill, president of the Na- 
tional Automobile Dealers’ Association, 
in discussing ‘Automobile Financing 
from the Dealers’ Standpoint” said that 
dealers should not be required to en- 
dorse finance company paper, for to 
do so is to “‘subject the dealer to a risk 
which they [the finance companies] are 
unwilling to take, and may work dis- 
aster upon the dealer and force the fi- 
nance companies to establish car mer- 
chandising and car repairing depart- 
ments of their own.”’ Automobile dis- 
counts, he said. were fixed when 95 
per cent. of the sales were for cash, 
and remain the same today. Conse- 
quently, if the dealer must assume the 
risk of losses on financing, his margin 
of profit is impaired. He advocated a 
charge of 2 per cent. to be made by the 
dealer to cover making out finance pa- 
pers. looking up references, handling in- 
surance documents. and, most impor- 
tant. guaranteeing the payment of the 
deferred balance in case of default by 
the customer. 

He said that dealer endorsement had 
the additional disadvantage of making 
necessary a showing of contingent lia- 
bility on statements, and thus militating 
against dealers in getting credit from 
commercial bankers for carrying mer- 
chandise stocks. Finally, Mr. Gambill 
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protested that commercial bankers, in 
fixing credit lines for dealers, do not 
take into consideration the rapid turn 
over of the business. He did not ex 
plain why he suspects bank credit men 
of neglecting this important factor in 
the automobile business, when they con- 
sider it in all other businesses; not just 
why a rapid turnover justifies a larger 
line of credit. and makes the loan safer. 


Other Services of the Association 


E. M. Morris. chairman of the asso- 
ciation’s Committee on Legislation, re- 
ported that the committee had been very 
active and fairly successful during the 
year, in killing legislation adverse to 
the automobile financing business, cit- 
ing the cases, which, unfortunately can- 
not be included here, space being lim- 
ited. 

J. E. Cronkhite, president of the 
Commonwealth Seeurities Company, 
Wichita, Kansas, told of the successful 
interchange of service between mem- 
bers of the association, carried on dur- 
ing the year. It has been particularly 
useful in catching “skips” (a skip is 
a man who buys a car on time, and then 
skips to another part of the country). 
In such a case, the finance company 
from whom the skip bought the car 
gets a finance company in the locality 
to which the skip has gone to repre- 
sent it in the collection of the account. 
This service is rendered without charge, 
except the costs involved, and the re- 
sults have been very satisfactory. 
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TIME TELLS THE STORY 


tenes interior was designed and executed by this Com- 

pany in 1912—14 years ago. Every branch of the 
work was of the highest quality. All of the richly mod- 
elled bronze work was treated by the Gorham Company 
with their standard gold plate. 


A recent inspection shows no impairment in this or in 
other branches of the work. 


It has always the value of gold, both in effect and in 
fact, and will wear indefinitely without cost of upkeep. 


We have used this process in many of our operations. 


Design, Engineering Service, 
Construction «Management by 


WEARY AND ALFORD COMPANY 
Bank and Office Buildings 
1923 Calumet Avenue 
Chicago 





Cancelation of Book Subscription and 
Advertising Contract 


Central Guarantee Co. v. National Bank of Tacoma, Supreme Court of Washington, 
241 Pac. Rep. 285 


HE. defendant, bank entered into a 

five year contract with the plaintiff 
company under which the bank agreed 

to pay $100 per year for a copy of the 
plaintiff company’s bank directory and list 
of attorneys. The contract also included 
the publication of the bank’s advertisement 
in the directory. The following clause was 
indorsed upon the contract: “Privilege to 
cancel at the end of first year by this 
bank.” The contract was dated August 4, 
1920 and recited that “subscription com- 
mences 1-1-21. Subscription ends 1-1-26.” 
On January 11, 1922, the bank notified 
the company to cancel the contract. The 
company refused to accept the cancelation 
on the ground that it had not been given 
before the end of the first year of the 
contract. In this action by the company 
to recover the payments due after the first 
payment, provided for in the contract, it 
was held that the bank had the entire 
first year in which to determine whether 


it would continue or annul the contract 


and that it was required merely to give 
notice of its intention within a reasonable 


time thereafter. It was held that the bank 
had given notice within a reasonable time 
and that it was not liable to the company 
for any further payments. 

Action by the Central Guarantee Co. and 
another against the National Bank of 
Tacoma. Judgment for defendant, 
plaintiffs appeal. Affirmed. 


and 


OPINION 


FULLERTON, J.—On August 4, 1920, 
the respondent, the National Bank of 
Tacoma, entered into a subscription con- 
tract with the appellant Central Guarantee 
Co., reading as follows: 


City of Tacoma, Wash., 8/4/1920. 

Central Guarantee Company, Fifth Av- 
enue Bldg., New York City, N. Y.: Please 
send to our address for 5 years Special 
Mercantile Edition of the Merchants’ Bank 
Directory and List of Guaranteed Attor- 
neys, for which we will pay the sum of 
100.00 Dollars per year on receipt of first 
copy following date of contract, and an- 
nually thereafter. Subscription commences 
1-1-21. Subscription ends 1-1-26. Includ- 
ing the name of bank, names of officers, 


capital, surplus and undivided profits and 
deposits. This bank to have sole repre- 
sentation in this city. 
The National Bank of Tacoma, 
Tacoma, Wash. 
A. A. Mattison, Cashier. 


Prior to the execution of the writing by 
the bank, and as a part of the contract, 
there was indorsed thereon by the agent 
taking the subscription the following words: 
“Privilege to cancel at the end of first 
year by this bank.” The directory of the 
appellant company was an annual publica- 
tion, and the publication for the year 1921 
was duly delivered to the bank and paid 
for by it. On January 11, 1922, the bank 
notified the appellant by letter that it 
elected to cancel the contract. The ap- 
pellant refused to recognize the right of 
the respondent to so cancel it, and annually 
thereafter during the term of the contract 
sent to the respondent its publication. The 
respondent, however, refused to receive or 
pay for them. The present action 
instituted in January, 1925, to recover the 
unpaid instalments evidenced by the sub- 
scription. The complaint declared upon 
the contract. The answer, among other 
defenses, set up the cancelation of the con- 
tract pursuant to the optional clause in- 
dorsed thereon. The action was tried by 
the court sitting without a jury. It found 
the facts substantially as we have related 
them, and concluded therefrom that there 
could be no recovery. The appeal is from 
the judgment entered in accordance with 
the findings and conclusion. 

The controversy, as it is presented to 
this court, is a narrow one. It is the ap- 
pellant’s contention that the right granted 
to the respondent to terminate the contract 
at the end of the first year is in the nature 
of an option, which could be exercised at 
some period “prior to the last moment of 
the last day” of the time fixed, and that 
any attempted exercise of it after that time 
came too late. On the other hand, the re- 
spondent contends that it had until the 
end of the full period of the year to de- 
termine whether it would continue or an- 
nul the contract, and, since no time after 
the expiration of the year was fixed by 
the terms of the contract within which it 


was 


245 





244 


must exercise the right, the law grants it 
a reasonable time in which to exercise it, 
and that it did so within a reasonable time. 

Both parties find consolation in our own 
decisions. The appellants cite and rely on 
the cases of Neeson v. Smith, 47 Wash. 
386, 92 P. 131; Sandberg v. Light, 55 Wash. 
189, 104 P. 205; and Olsen v. Northern 
Steamship Co., 70 Wash. 493, 127 P. 112. 
But we think there is a difference between 
the contracts under consideration in those 
cases and the contract in the case at bar. 
The first involved a contract to sell land. 
The facts of the case are somewhat com- 
plicated, but the contract was held to be 
an option to purchase “within two years” 
from a stated date, and could not be ex- 
ercised after a lapse of that time. This 
will appear from the following excerpts 
taken from the opinion: 


The honorable trial judge arrived at the 
correct conclusion in holding that it was 
an option, and that appellant’s right to 
tender payment and demand a deed expired 
on August 13, 1900. While it is true that 
the agreement obligated the respondents 
Smith and wife to sell to the appellant any 
or all of the lands within a period of two 
years, it will also be noted that the appellant 
was not required to take any of such 
lands, although he might at his option do 
so, at the prices stated and within the 
perio’ named. To this extent the contract 
was unilateral. An obligation whereby one 
party, for a valuable consideration, binds 
himself to sell at a fixed price within a 
certain time, but makes it discretionary 
with the other party to purchase, being 
a contract by which the vendor stipulates 
that the proposed vendee shall have the 
right to buy at such fixed price and within 
such certain time or not, at his election, 
is in law an option. 6 Current Law, 1784; 
Lawrence v. Pederson, 34 Wash. 1, 74 P. 
1011; Black v. Maddox, 104 Ga. 157, 30 
S. EK. 723; Ide v. Leiser, 10 Mont. 5, 24 P. 
695, 24 Am. St. [Rep.] 17. * * * 

The agreement involved in this action be- 
ing a contract for an option, the appellant 
had no rights thereunder after the ex- 
piration of the two years, unless he had, 
within that time, elected to take the prop- 
erty, had tendered the purchase money, and 
had demanded a deed, which it is not con- 
tended he did. 


The second of the cases was similar in 
its purport to the first, and a like conclu- 
sion was reached; the court quoting from 
the earlier opinion to substantiate its con- 
clusion. In Olsen v. Northern Steamship 
Co., it appeared that the defendant com- 
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pany employed the plaintiff as master 
mariner of a steamship owned by it at a 
stated salary. As a further consideration 
for the employment, the plaintiff purchase 
certain shares of the capital stock of the 
defendant company; the company agreeing 
that, should the plaintiff be discharged as 
such master, “the defendant would, within 
six months after said discharge, at plain- 
tiff's option, take redelivery of said shares, 
and repay plaintiff the par value thereof.” 
We held that the option, to be available 
to the plaintiff, had to be exercised within 
the six months’ period after the discharge, 
and that an attempt to exercise it after 
the expiration of that period came too late. 

The case on which the respondent places 
its principal reliance is McDougall v. 
O’Connell, 72 Wash. 349, 130 P. 362, 131 
P. 204. In that case the plaintiff had 
purchased certain mining property from the 
defendant, taking an agreement from the 
defendant evidenced by the following 
language: 


If Mr. McDougall is dissatisfied with the 
property I have sold him in Camp O’Con- 
nell, Elk county, Nevada, at the end of 
three years, he keeping up his share of the 
assessment work, I agree to return him 
the amount he has paid for it, $2500, with 
10 per cent. interest. 


The limitation prescribed in the contract 
expired on May 20, 1911, and the plaintiff 
expressed his dissatisfaction with the prop- 
erty and his election to rescind the contract 
two days later. The trial court held that 
the exercise of the right granted by the 
contract came too late and denied a re- 
covery. On the appeal we reversed the 
judgment, holding that the plaintiff could 
not declare his dissatisfaction with the 
purchase prior to the expiration of the 
time prescribed in the contract, and that 
he had a reasonable time thereafter in which 
to exercise the right. In the course of 
the opinion it was said: 


The first question presented requires the 
interpretation of the clause “at the end of 
three years,” as used in the contract. Under 
this provision the appellant could not have 
declared his dissatisfaction prior to the ex- 
piration of the three years mentioned, for 
the contract specifies otherwise. Contracts 
with like or similar language have been fre- 
quently construed by courts of last resort 
to mean that notice of dissatisfaction or 
demand for the return of money must be 
made within a reasonable time after the ex- 
piration of the time stated. “At the end of 
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three years” in contracts of this character 
means within a reasonable time thereafter. 
Rogers v. Burr, 97 Ga. 10, 25 S. E. 339; 
La Dow v. Bement & Sons, 119 Mich. 684, 
79 N. W. 1048, 45 L. R. A. 479. 


A second case cited is Tacoma Nat. Bank 
v. Sprague, 33 Wash. 285, 74 P. 393. That 
was a proceeding to revive a judgment. 
The statute then provided: 


If any judgment remain unsatisfied in 
whole or in part at the end of five years 
after the date of its rendition, the lien 
thereof may be revived and continued as 
in this section provided. 

The mover in the proceeding, holding a 
judgment, sought to revive it before the 
end of the five-year period. This we held 
he could not do, using this language: 


The statute clearly provides that, if any 
judgment shall remain unsatisfied in whole 
or in part at the end of five years after 
the date of its rendition, the lien thereof 
may be revived or continued. It seems clear 
that the words “at the end” mean after 
the expiration of five years. 


The appellant argues that we have here 
made a distinction where no room for dis- 
tinction exists; that in each of the instances 
an option was granted, and that “whatever 
difference there may be in the scope or 
meaning of these two terms or phrases 
(‘within the year’ and ‘at the end of the 
year’), when generally used, when used in 
an option contract to fix a limitation of 
time for the exercise of an option, they 
mean the same so far as fixing a definite 
limitation is concerned.” But we cannot 
agree with this reasoning. There is nothing 
peculiar about an option contract that dif- 
ferentiates it from any other contract in 
so far as the construction of the language 
used is concerned. Like every other con- 
tract, the words employed therein must be 
given their ordinary and popularly ac- 
cepted meaning, in the absence of anything 
to show that they were used in a different 
sense. There is, we think, in the ordinary 
understanding, an essential difference in 
meaning between the expression “within 
one year” and the expression “at the end 
of one year.” Most certainly, the ordi- 
nary person, a person not versed in the 
technical lore of the law, would understand 
that a right granted to be exercised “within 
one year” would expire with the expiration 
of the year, while he would equally under- 
stand that a right granted to be exercised 
“at the end of one year” arose at the ex- 


245 


piration of the year. Stated in another 
way, he would understand from the first 
expression that the end of the year marked 
the expiration of the granted right, while 
he would understand from the latter that 
it marked its beginning. 

We but applied this principle in the cited 
cases, and further investigation convinces 
us that there is not only no conflict between 
them, but that the distinction made has 
for its foundation a sound basis. 

The appellant has called to our attention 
cases from other jurisdictions which hold 
that there is no essential difference in legal 
effect between the expressions noted and 
which reach a conclusion different from 
that reached by us. Perhaps the best 
reasoned of these are the cases of Schwein- 
burg v. Altman, 145 App. Div. 377, 130 N. 
Y. S. 37, and I. X. L. Furniture & Carpet 
Installment House v. Berets, 32 Utah, 454, 
91 P. 279. To the first we note a dissent- 
ing opinion by two of the five judges par- 
ticipating, which to our minds destroys 
much of the force of the main opinion. The 
second was by the full court. We shall 
not, however, notice the argument. It is 
enough to say that we find a decided con- 
flict in the authorities from other jurisdic- 
tions. Supporting our conclusion are the 
cases of Rogers v. Burr, 97 Ga. 10, 25 S. 
E. 339, and La Dow v. E. Bement & Sons, 
119 Mich. 685, 79 N. W. 1048, 45 L. R. A. 
479, cited in our case of McDougall v. 
O’Connell. Another case is Davis v. Godart, 
131 Minn. 221, 154 N. W. 1091, where other 
supporting cases will be found. 

It is our opinion that the judgment of 
the trial court is without error, and it will 
stand affirmed. 


& 


Stock Dividend Does Not Be- 
long to Life Beneficiary 


In re Diehl’s Estate, Orphans’ Court of 
Essex County, 130 Atl. Rep. 220. 


A will created a trust for the life of 
the beneficiary, with the remainder over 
to others after the beneficiary’s death. The 
trust fund consisted in part of 400 shares 
of the common stock of the Belt Railroad 
& Stockyards Co. The company declared 
but not after maturity, which was not pre- 
sented for payment either before or after 
maturity, and was not delivered to or left 
a 50 per cent. common stock dividend of 
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which the trust estate was entitled to 200 
shares. It was held that the life benefi- 
ciary was not entitled to the stock dividend 
as profits or income but that the new shares 
should be regarded as principal and be- 
longed to the corpus of the estate. 


In the matter of the estate of Henry C. 
Diehl, deceased. On exceptions to account- 
ing of trustee. Exceptions overruled, with 
instructions to the trustee. 


OPINION 


CAFFREY, J.—Henry C. Diehl died in 
December, 1915. Under his will Mary J. 
Whaley was the beneficiary of the trust 
created for the term of her natural life, 
with remainder over. Included in the es- 
tate held in trust were 400 shares of the 
common stock of the Belt Railroad & Stock- 
yards Co. The par value of the common 
stock outstanding was $2,000,000. On June 
26, 1920, the corporation declared a divi- 
dend of common stock of a par value of 
$1,000,000. The estate became entitled to 
200 shares of the stock declared, represent- 
ing a 50 per cent. stock dividend on its 
holding of 400 shares. Mary J. Whaley 


contends that the 200 shares of stock so 
declared comes within the category of rents, 


issues and profits, thereby entitling her to 
the same as income. The trustee has filed 
his account, and asks for instructions as 
to the disposition of the stock received 
as a dividend. The life tenant, Whaley, 
thereupon filed exceptions to the account, 
alleging a failure of the accountant to in- 
clude in the income account a part of the 
stock dividend of 200 shares. 

The question raised herein is to what 
extent this stock dividend shall be viewed 
as corpus and to what extent as income. 

The evidence before the court is in the 
form of depositions de bene esse of S. C. 
Rauh and H. D. Lane, both residents of 
Indianapolis, and president and auditor, re- 
spectively, of the company. In addition 
to that there is a statement of income and 
property values of the corporation, marked 
Exhibit A, showing the income and prop- 
erty values, including dividends, from De- 
cember 81, 1910, to May 31, 1920. This 
report, in conjunction with Mr. Rauh’s tes- 
timony, shows that the surplus account had 
increased very little from 1911 (at which 
time a prior stock dividend was declared) 
up to 1920, when the stock dividend in 
question was voted. To some extent this 
surplus account represents money that was 
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left after the payment of the ordinary 
dividends, and used from time to time for 
betterments. The testimony of Mr Rauh 
further shows that the increase in the sur- 
plus account from 1915 to 1920 came from 
an enhancement of the capital assets, and 
at the time of the declaration of the $1,- 
000,000 dividend in 1920 it could not be 
paid in cash. Mr. Lane’s testimony is to 
the same effect, with an additional recitation 
that on May 28 an appraisal of the physical 
property was made, which served as the 
real basis of value on which the stock divi- 
dend in controversy was declared. 

For the purpose of this memorandum 
there is no necessity of setting out in de- 
tail the figures which are attached to the 
deposition, but my examination of the testi- 
mony, in conjunction with the report sub- 
mitted, leads me to believe that the stock 
dividend was made possible by the increased 
valuation of the corporate assets. This 
question has been presented many times, 
and it has been discussed in a long line of 
cases. Lang v. Lang, 56 N. J. Eq. 603, 40 
A. 278; Day v. Faulks, 79 N. J. Eq. 66, 81 
A. 354, and cases cited. In McCracken v. 
Gulick, 92 N. J. Eq. 214, 112 A. 317, Mr. 
Justice Swayze declared that upon the 
earning of an extraordinary dividend, or on 
account of an unusual accumulation of earn- 
ings, a life tenant is entitled to receive, at 
least, some of the extraordinary dividends. 
With this rule in mind, but distinguishing 
the facts in that case from the one under 
consideration, it seems to me that the rule 
laid down in McCoy v. McCloskey, 94 N. J 
Eq. 60, 117 A. 473, is conclusive, because 
I am satisfied that the stock dividend repre- 
sents nothing more than the enhanced value 
of the assets of the Belt Railroad & Stock- 
yards Co. It follows, therefore, that the 
stock dividend, in its entirety, will be con- 
sidered as corpus. 

Therefore, the exception by the life ten- 
ant will be disallowed, and the trustee is 
instructed to include the stock dividend as 
corpus of the estate. 


& 


Certiticate of Deposit Not Pro- 
tected by Guaranty Fund 


Austin, Banking Commissioner, v. Avant, 
Court of Civil Appeals of Texas, 277 
S. W. Rep. 409. 


A time certificate of deposit, not sub- 
ject to check and bearing interest before 
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with the bank for deposit, is not payable 
out of the Texas deposit guaranty fund. 
Suit by Mrs. Lela Avant against Charles 
O. Austin, Banking Commissioner of Texas, 
and others. Judgment for the plaintiff, and 
the defendants appeal. Reversed and ren- 


dered in part, and in part affirmed. 


OPINION 


PELPHREY, C. J.—This is a suit insti- 
tuted by Mrs. Lela Avant, a feme sole, 
plaintiff, against the Pecos Valley State 
Bank, J. L. Chapman, as banking commis- 
sioner, and J. L. Chapman, W. A. Keeling, 
and C. B. Terrell, composing the state bank- 
ing board, defendants, for the sum of $2000, 
and asking that her claim therefor be es- 
tablished as payable out of the state guar- 
anty fund. 

The defendants J. L. Chapman, banking 
commissioner, the Pecos Valley State Bank, 
and the banking board answered by general 
demurrer and general denial, and further 
alleged that the certificate of deposit upon 
which plaintiff based her suit was surren- 
dered, if at all, within less than ninety 
days before the closing of the bank, and 
that when said certificate was surrendered 
and when it was changed to a common de- 
posit, if at all, the bank was then insolvent 
and contemplated insolvency, which fact was 
known to plaintiff. 

The case was tried by the court without 
the intervention of a jury and resulted in 
a judgment in favor of plaintiff and against 
defendants for $2000, with interest from 
the 18th day of December, 1924, and es- 
tablished same as payable out of the state 
guaranty fund. From this judgment de- 
fendants have appealed. 

The evidence shows: That on August 1, 
1923, plaintiff deposited in the Pecos Valley 
State Bank the sum of $2000 and received 
therefor a certificate of deposit reading 
as follows: 


The Pecos Valley State Bank. No. 792. 
Pecos, Texas, August 1, 1923. This certi- 
fies that Mrs. Lela Avant has deposited in 
this bank two thousand and no _ one- 
hundredths ($2000.00) dollars, payable in 
current funds to the order of herself on 
the return of this certificate properly in- 
dorsed, with interest at the rate of 5 per 
cent. per annum three months from July 21, 
1923. No interest after maturity. Not sub- 
ject to check. 

J. G. Love, President. 


That the above certificate reflected the 
contract between the bank and the plain- 
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tiff in its entirety, and that no interest was 
paid or contracted to be paid except as 
shown by the certificate; that except by 
certificate the deposit was not secured in 
any way by bonds, collateral, or otherwise; 
that claim was made within the time pre- 
scribed by law to the banking commissioner 
asking that said deposit be paid in full 
out of the state guaranty fund as an un- 
secured, noninterest bearing deposit; and 
that said claim was rejected by the bank- 
ing commissioner. 

Appellants, defendants in the trial court, 
assign error to the court’s action in over- 
ruling their general demurrer to appellee’s 
petition and to the action of the court in 
rendering judgment establishing appellee’s 
deposit as an unsecured, noninterest bearing 
deposit payable out of the state guaranty 
fund. 

We cannot agree with appellants’ conten- 
tion that appellee’s petition is subject to 
general demurrer. The question as to 
whether or not the deposit of appellee was 
such a deposit as was payable out of the 
state guaranty fund we find a more diffi- 
cult question. If the deposit ceased to be 
a time deposit at the maturity date speci- 
fied in the certificate and became an ordi- 
nary deposit, bearing no interest and being 
unsecured, then the judgment of the trial 
court was eminently correct; but, if the 
certificate was, after its maturity, merely 
a noninterest bearing certificate of deposit, 
then the judgment should be reversed. 

Article 486 of the civil statutes provides: 


That, in case a bank is closed by the com- 
missioner or placed in his hands for liqui- 
dation, “depositors of said bank or trust 
company, * * * shall be paid in full out of 
the cash in said bank or trust company that 
can be made immediately available, * * * 
the remainder shall be paid out of the de- 
positors’ guaranty fund through the said 
board, in the event the cash available in 
said institution shall be insufficient; pro- 
vided, that deposits upon which interest is 
being paid, or contracted to be paid, di- 
rectly or indirectly by said bank, its offi- 
cers or stockholders, to the depositor and 
deposits otherwise secured, shall not be in- 
sured under this chapter, but shall only 
receive the pro rata amount,” etc. 


Was appellee such a depositor as was 
entitled under the provisions of article 486, 
to have her deposit paid in full out of the 
depositors’ guaranty fund? We think not. 
A depositor, as that term is used in article 
486, was defined by our Supreme Court it 
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the case of Kidder y. Hall, 113 Tex. 49, 
251 S. W. 499, as follows: 


A depositor is one who delivers to or 
leaves with a bank money, or checks or 
drafts the commercial equivalent of money, 
subject to his order, and by virtue of which 
action the title to the money passes to the 
bank. 


This definition was adopted by the Su- 
preme Court from an opinion in the case 
of Lankford v. Schroeder, 47 Okl. 279,147 
P. 1052, L. R. A. 1915F, 626, in which the 
Supreme Court of Oklahoma further de- 
fined a depositor entitled to be protected 
by the state guaranty fund as “one who 
takes his money, or its equivalent, and 
places it * * * in the bank to his credit, 
subject to his right to check it out or 
withdraw it from the bank at will.” 

In the case of Chapman, Commissioner 
of Insurance and Banking, v. Tyler County, 
259 S. W. 301, in which a writ of error was 
refused, the Beaumont Court of Civil Ap- 
peals held that a county who has had 
assigned to it noninterest bearing certificates 
of deposit as part payment for the pur- 
chase of county bonds was not such de- 
positor as was protected under the “de- 
positors’ guaranty fund,” and based its con- 
clusion upon the fact that the county was 
not a depositor as defined by the Supreme 
Court in Kidder v. Hall, supra. 

The deposit when made by appellee on 
August 1, 1923, was certainly not subject 
to her order, but was for a period of 
three months, and, by the provisions of 
the certificate, was not subject to check; 
therefore she was not a depositor at that 
time as defined by the Supreme Court. 
There is no evidence that appellee ever, 
before or after maturity, presented the cer- 
tificate to the bank for payment, or that 
she ever “delivered to” or “left with” the 
bank the certificate of deposit. 

The certificate of deposit being a _ne- 
gotiable instrument, the bank would have 
been within its rights in refusing to pay 
the money without its surrender as provided 
for in the certificate. That being true, then 
the only way the $2000 could have become 
such deposit as is protected by article 486 
would be for appellee to have presented the 
certificate, received the money, and left 
same with the bank, subject to her order, 
or, conceding the certificate of deposit to 
be the commercial equivalent of money, 
which we do not believe it to be, to have 
“delivered to” or “left with” the bank the 
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certificate as a deposit, subject to her check 
or withdrawal. Neither of these steps hav- 
ing been taken, appellee, ‘at the time the 
bank closed, was either the holder of a 
past-due certificate of deposit, which in a 
great majority of jurisdictions has been 
held to be in legal effect nothing more or 
less than a promissory note (7 C. J. p. 647, 
and notes), and, therefore, a creditor of 
the bank, or the holder of a past-due non- 
interest bearing certificate of deposit 

In neither case would she be protected by 
the “depositors’ guaranty fund.” Deposi- 
tors, not ordinary creditors, of banks, are 
protected by said fund; and it is provided 
in the Acts 38th Leg. Reg. Sess. c. 150, p. 
323, that: 

Noninterest bearing certificates of de- 
posit * * * shall not be insured or in any 
way protected by the guaranty fund law 
of the state banks of Texas. 


The judgment of the district court is re- 
versed, and judgment rendered in favor of 
appellants J.. L. Chapman, banking com- 
missioner, and J. L. Chapman, W. A. Keel- 
ing, and C. B. Terrell, composing the state 
banking board, in so far as the claim of 
appellee was established as a noninterest 
bearing deposit, and as payable out of the 
state guaranty fund, and that otherwise 
the judgment of the district court is af- 
firmed. 

Reversed and rendered in part; affirmed 
in part. 


oF 


Bank Not Liable in Loaning 
Depositor’s Money 


Morgan v. City National Bank, Court of 
Civil Appeals of Texas, 277 S. W. 
Rep. 403. 


The plaintiff authorized the cashier of 
the defendant bank to loan out his money 
for him. Acting upon this authority, the 
cashier loaned $3000 to J. L. Brooks, a 
local grain dealer. Brooks transacted a 
large business for the size of the town in 
which he was located and his credit with 
the bank was good. In the course of his 
business, he had had overdrafts at the bank 
to the amount of thousands of dollars. At 
the time the plaintiff's money was loaned 
to him, he had an overdraft for about 
$3000, but this overdraft was overcome time 
and again by deposits which he made. The 
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plaintiff had knowledge of the loan shortly 
after it was made but made no protest 
against it until Brooks subsequently went 
into bankruptcy. It was held that the evi- 
dence was sufficient to support a verdict by 
the jury holding the bank free from lia- 
bility. 

Action by G. R. Morgan against the City 
National Bank. Judgment for defendant, 
and plaintiff appeals. Affirmed. 


OPINION 


RANDOLPH, J.—This is the second ap- 
peal in this case. The opinion on the first 
appeal will be found in 258 S. W. 572. On 
the first appeal, appellant in this appeal 
was appellee in that appeal; the positions 
being reversed here. Judge Boyce, in con- 
sidering the case on such former appeal, 
has made a very clear statement of the case, 
and we will not attempt to again make a 
general statement. 

Appellant’s first proposition is as follows: 


Where a bank agrees that, if another per- 
son will become its customer and keep a 
liberal deposit in said bank, it will loan out 
his money for him, and said bank, in viola- 
tion of such agreement, negligently, or with- 
out requiring security, or for the purpose 
of itself receiving the money and applying 
same on the debt to it of the person bor- 
rowing, or if, knowing such borrower to be 
insolvent, loans such customer’s money to 
him and it is thereby lost to the customer, 
the bank is liable to him for the money lost. 


In the opinion on the former appeal, 
Judge Boyce held that such a contract as 
herein alleged between the appellant and 
appellee’s cashier, Koger, was ultra vires, 
but in the matter of the alleged fraud in 
the appropriation charged, in which the 
bank was alleged to have received the bene- 
fit of appellant’s money, he says: 


But we do believe that the bank, on the 
case made by plaintiff’s pleading, might be 
held liable, independant of any liability on 
the contract properly speaking, for its 
fraudulent dealing with plaintiffs funds 
intrusted to it. 


This was an abstract proposition based 
on the plaintiffs pleading, and was not in- 
tended as an adjudication of plaintiff's and 
defendant’s rights under the evidence in 
the case. It was, of course, only intended 
as a guide to the trial court in his sub- 
mission of the case, on retrial, to the jury. 

The trial court, among other instructions 


‘mitted in such general charge. 
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given the jury, gave the following in his 
general charge: 


If you find from the evidence that Earl 
L. Koger, defendant’s cashier, loaned $3000 
of plaintiff's money to J. L. Brooks, and you 
further find that an ordinarily prudent per- 
son would not have made such loan without 
having the said J. L. Brooks to have se- 
cured said loan in addition to his individual 
responsibility, or if you find from the 
evidence that defendant’s cashier, E. L. 
Koger, loaned $3000 of plaintiff’s money to 
J. L. Brooks, and you further find at the 
date and time he made said loan that the 
said J. I.. Brooks was insolvent, and you 
further find that the defendant’s cashier, 
Earl L. Koger, at the time he made the 
said loan to the said Brooks, knew that 
the said Brooks was insolvent, or if you 
find that the said Brooks was owing de- 
fendant bank at the time said loan was 
made to him, and you further find that the 
money so loaned to J. L. Brooks was ap- 
plied by the defendant to the payment of 
the indebtedness of said J. L. Brooks to the 
defendant bank, and that said loan was 
made by the said Earl L. Koger, the de- 
fendant’s cashier, for that purpose, then 
you will find in favor of the plaintiff for 
the sum of $3000, with 6 per cent. interest 
thereon from January 1, 1922. 


The jury found a general verdict for 
the defendant, and by their verdict nega- 
tive every proposition of liability on the 
part of the defendant, and such verdict 
is an implied answer to each issue sub- 
McBride v. 
Hodges (Tex. Civ. App.) 200 S. W. 877; 
Gammage v. Gamer Co. (Tex. Com. App.) 
209 S. W. 389; Texas Electric Ry. v. Scott 
(Tex. Civ. App.) 220 S. W. 1112. 

We do not think any material purpose 
can be served by any attempt to state the 
evidence, for the purpose of showing that 
the jury had evidence upon which it could 
find the verdict it did find. It is sufficient 
to say that the evidence shows that J. L. 
Brooks was a grain and feed dealer; that 
he did a large business for a town the size 
of Wellington; that his credit at the bank 
was good; that in the course of his busi- 
ness he had overdrafts to the amount of 
thousands of dollars; that at the time he 
borrowed plaintiff's money he had an over- 
draft for near $2000; that this overdraft 
was overcome time and again by deposits 
made by him; that the bank continued to 
loan him money by means of overdrafts for 
more than a year after the date of the loan 
of plaintiff's money, and exhibited con- 
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tinued confidence in him by its own deal- 
ings with him. It also appears that the 
plaintiff became aware of this loan shortly 
after it was made, and that he never pro- 
tested against the loan until the final bank- 
ruptcy of Brooks. It has therefore, in our 
opinion, not been made clear by any means 
that Brooks at the time of the loan was 
insolvent, and it is not made clear by any 
means that the bank had any notice of 
such insolvency, if he was insolvent. 

The appellant, under his second propo- 
sition, challenges as error the giving of the 
following special charges requested by de- 
fendant: 


You are charged that an agent is a 
person who acts for or represents another 
by his authority. Bearing in mind the fore- 
going definition, if you find and believe 
from the evidence that Earl L. Koger acted 
as the agent for G. R. Morgan in making 
the loan of his money to J. L. Brooks under 
his instructions, you will find for the de- 
fendant bank. 


The appellant reserved no exception to 
this charge at the time it was given, but it 
was presented in his motion for new trial 
filed in the trial court, and is here pre- 
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sented only in his argument under his second 
proposition. In the proposition itself the 
charge complained of is not identified in 
any manner and the assignment upon which 
it is based is not referred to. Because the 
proposition does not refer to and identify 
the special charge complained of, and for 
the further reason that the special instruc- 
tion was not excepted to prior to its sub- 
mission to the jury, in writing, we overrule 
said second proposition. Gulf, T. & W. 
Ry. Co. v. Dickey, 108 Tex. 126, 187 S. W. 
184, 188; Gulf, Colorado & Santa Fé Ry. Co. 
v. Conley (Tex. Com. App.) 252 S. W. 737; 
Id. 113 Tex. 472, 260 S. W. 561, 32 A. L. R. 
1183. 

In the Dickey Case, supra, Chief Justice 
Phillips holds that article 2061, Texas Re- 
vised Civil Statutes, as amended (Vernon’s 
Sayles’ Ann. Civ. St. 1914, art. 2061), re- 
quires a bill of exception to be taken to 
the giving or refusing of a special instruc- 
tion in order to have a revision of the court’s 
action on appeal. 

We think that the third proposition is 
also met by our decision of the question 
presented in the first proposition, and, over- 
ruling the three propositions, we affirm the 
judgment of the trial court. 


Wi 


Banking Bills at Washington 


Much Proposed Legislation Affecting Banks Now Before Congress 


the forces favoring branch banking, 

the McFadden Bill (H.R.2) passed the 
House of Representatives early in February. 
Hearings on the bill before a sub-committee 
of the Senate Committee on Banking and 
Currency will begin on February 16. The 
sub-committee is composed of Senators 
Pepper of Pennsylvania, Edge of New 
Jersey, and Glass of Virginia. It is in 
the Senate that the strongest opposition 
to the bill is likely to develop. 

However, the debate on the McFadden 
Bill does not seem to have taken up all 
the legislators’ time, as is shown by the 
number of other banking bills introduced. 

Representative Black of New York, has 
introduced a bill to increase the member- 
ship of the Federal Reserve Board from 
eight to nine, the new member to be chosen 
as a representative of the state banks and 
trust companies. If this sort of thing con- 
tinues, each industry demanding its own 


I: spite of considerable opposition from 





representative, the board will soon become 
a sort of subsidiary Congress. A _ similar 
measure has been introduced in the Senate 
by Senator King, of Utah. 


Bill to Permit Members to Borrow From 
Federal Reserve 


Mr. McFadden has introduced a bill to 
permit member banks to borrow from their 
Federal Reserve Banks on their promis- 
sory notes for periods up to ninety days. 
The present provision of the law limits the 
length of time banks can borrow on their 
own notes to fifteen days, and is intended 
only to provide for special contingencies, 
when banks need temporary advances. 
Banks wanting credit for longer periods 
have it available through rediscounting. To 
permit banks to borrow on their own notes 
for this longer period would be to encour- 
age them to tie up their assets in ineligible 
paper, obtaining funds from the Federal 
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Reserve Banks, when needed, on their own 
notes, and leaving nothing to fall back on 
in case of special need. Furthermore, it 
would invite inflation, by making possible 
the issue of Federal Reserve notes based 
not necessarily on commercial transactions, 
but merely on banks’ promises to pay. 
Clearly, this would be a violation of the 
spirit of the Federal Reserve Act. 

Senator Dill of Washington has intro- 
duced a bill permitting the establishment 
of national banks in cities of over 50,000 
population with a capitalization of $50,000, 
to take care of a local situation in the 
Senator’s home state, it is reported. This 
comes at about the same time that the 
Comptroller of the Currency’s report is 
published stating that one of the chief 
causes of bank failures is the intense com- 
petition resulting from too many banks. 
Hence the wisdom of encouraging the or- 
ganization of more small, weak banks may 
be doubted. 


Bill to Amend Method of Fixing 
Discount Rate 


Representative Strong, of Kansas, has in- 
troduced a bill to change the provision of 
the Federal Reserve Act which lays down 
the method for fixing the discount rate. 
At present, this section reads: “each Fed- 
eral Reserve Bank shall have the power 
to establish, from time to time, subject to 
review and determination of the Federal 
Reserve Board, rates of discount to be 
charged by the Federal Reserve Bank for 
each class of paper, which shall be fixed 
with a view of accommodating commerce 
and business.” Mr. Strong would substi- 
tute, in effect, in place of the last word, 
“business,” the words “the price level.” 
“With the changed wording,” says Mr. 
Strong, “the index of prices would govern 
the movement up or down of the rate. 
When prices get too high, the rate would 


advance, and there would follow, naturally, 
a liquidation which would bring prices down 
to the general price level. When prices be- 
come very low, the rate would be decreased, 
giving great opportunities for purchasing, 
and prices would react again to the natural 
level.” This leaves open the question of 
what is “the natural level” of prices, and 
who is to decide when they are “too high.” 
Still, it might be effective, if it were granted, 
as Mr. Strong seems to assume, that the 
function of the Federal Reserve System 
is to stabilize prices. What legislators 
seem to have such great difficulty in re- 
membering is that the system is not an 
agency for the redistribution of wealth, nor 
an agency to help the farmers, nor an 
agency to maintain the purchasing power of 
the dollar, but an agency, in the words of 
the act itself “to furnish an elastic cur- 
rency, to afford means of rediscounting com- 
mercial paper, and to establish a more ef- 
fective supervision of banking in the United 
States.” 


Proposal to Investigate Federal Reserve 


Finally, the perennial demand for an in- 
vestigation of the Federal Reserve System 
has come up again, this time in a resolu- 
tion offered by Senator King, of Utah, who 
is reported to hold the system responsible 
for the numerous bank failures during 1924 
and 1925, for the widespread use of re- 
serve bank credit to finance speculation, 
for lax banking supervision and examina- 
tion, etc. Such an investigation would un- 
doubtedly be expensive, but the expense 
would be justified if there was some hope 
of convincing of their error the many peo- 
ple who believe that the system is respon- 
sible for all these things. It is doubtful, 
however, if enough people would read the 
report of such an investigating committee 
to make it worth while. 


ay 


Novel Banking Business 


From The Corn Exchange, monthly house organ of the Corn Exchange National Bank, Philadelphia, Pa. 


OTHING more novel has been seen in 
l Rhodesia since regular banking was 
instituted than the operations conducted by 
the Standard Bank (of Umtali) at its 
Penhalonga agency recently. Owing to the 
Imbeza River being in flood, the bank’s 
“Lizzie” bearing the money and two officials 
was unable to make the passage of the drift 
(ford) ; so, disembarking on the Umtali side 
of the stream, the officials spread their wares 
in neat piles on the ground and invited the 


Penhalongaites who wished to cash checks or 
to make deposits to come across and do so. 
Then ensued a procession of natives fording 
the stream with cheques or bags of money 
held high overhead to the “bank” and back 
again with deposit slips or required cash. 
The day’s operations concluded satisfac- 
torily, the officials returned to town, having 
given practical expression to the boast of 
“business as usual.” 











ORIGINAL CHARTER 1828 


A Leading New England Bank 


We endeavor constantly to imbue further our every 
transaction with the traditional cordiality which has 
existed so strongly between this bank and its corre- 
spondents and clients for nearly a century. 


Corporations, executives, and individuals must have a 
dependable banking connection for their domestic and 
foreign business. The Atlantic National Bank of 
Boston goes one step further and incorporates into 
the whole the true spirit of banking service. 


Total Resources Over $100,000,000 
THE 


ATLANTIC NATIONAL BANK 


OF BOSTON 
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Banking Fiblicity 


Special Section of The Bankers Magazine 


"Making Type Alo 


FEBRUARY 1926 


ne Tell The Story 


By A. A. SHIELDS 


ROM time to time, banks 

are puzzled by the question 
of what kind of illustrations to 
use in their newspaper adver- 
tisements. 

Pictures 
needed. 

This is not an argument 
against the use of pictures. 
There are times when a good 
advertisement can be had with- 
out pictures. This tells why, 
and also gives some of the prin- 
ciples for a successful all-type 
advertisement. 

If other advertisers in your 
city are running heavy on pic- 
tures, you will appreciate some 
of the advantages of the all- 
type advertisement, as pointed 
out in Printers’ Ink, by W. 
Livingston Larned: 


are not always 


“The proportion of all-type 
advertising is very small today. 
Pictures are everywhere. This 
may be one of the reasons why 
the unillustrated display, done 
with sensitive understanding is 
very apt to be conspicuous— 
a distinct relief. 

“In the all-type advertise- 
ment there are no interruptions 
nor distractions. You start the 
story and go right on through 
to its conclusion, with no side 
trips and intermittent excur- 
sions to pictures. 

“Type, wisely selected and 
distributed, possesses illustra- 
tive qualities. I have seen an 
all-type display to which even 
the finest illustration would 
have been an obtrusive addition. 
Some of these displays are very 
beautiful... . They leave noth- 
ing to be desired, no matter 
how you may be addicted to 
pictures.” 


Now, if a bank is not going 
to use pictures there are a 
few simple rules about type 
that can easily be kept in 
mind. They are not “fine 
points” but things which will 
easily appeal to the common 
sense. 


A Few Simple Rules 


Don’t let the printer use 
several different kinds of type 


in your bank advertisement. 
The same kind of type in dif- 
ferent sizes is better and the 
reader’s eye will make the ad- 
justment from one to the other 
more quickly than if there were 
new styles of type to recog- 
nize. 


Need Not Shout to Be Heard 


“An _ artistic, easily 
type face in two sizes, first 
large, then small, sets forth 
the dignity of a selling story,” 
said R. Gilbert Gardner, in 


read 


Looking up the record of 
a Bank with 


a record to look up to! 


UNDED by Jay Cooke just before the 
Battle of Gettysburg, June 20th, 1863— 
obtained the first charter granted under 
the National Bank Act—served the City 
and the nation in the crucial hours of the 
Civil War and helped restore public credit 
in the period of post-war reconstruction. 


PERSONAL -CONTACT bank—a bank 
both strong in its deposits and strong 





with its depositor 


ing its 1 


in friendships as well as funds—up-to- 
date in its methods without being out-of- 
touch with its clients — rendering a 
banking service that is a genuine asset 


to those who use it! 


Look us up or let us look you up! 
Whichever you prefer— Make it now! 


FIRST NATIONAL BANK 


of Philadelpiia 


A good example of how effective an all-type advertisement 


can be made. 
and easy to read. 
ship. 


It is splendidly balanced, attractive to the eye 
It bears every evidence of expert workman- 
The type fits the copy and the layout fits the type. 
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THE BANKERS MAGAZINE 


348 New Accounts 


In November 


During the mouth of November 348 new accounts 


and North Little Rock truly appreciate our ‘‘SERV- 
ICE BEFORE SURPLUS AND COURTESY  BE- 
VICE BEFORE SURPLUS AND COURTESY BE- 
FORE CAPITAL."’ 


We welcome those new customers, and shall exert 
every effort to render them extraordinary -financial 
service. 


Peoples Savings Bank 


W. E. LENOX, President. H. M. JACOWAY, Vice Pres- 
J. F LENON, Vice President B. BODEMANN, Vice Pres. 


124 MAIN STREET 


The above advertisement looks at first giance as though 
someone had picked up a handful of type at random an! 
thrown it violently against the page. The border des'gn adds 
materially to the confusing effect of the layout. 


sive, but when the matter came 
up for discussion in Inland 
Printer, Mr. Frazier, typogra- 
phy expert, asked: 


Inland Printer. By keeping 
the style of type the same, he 
pointed out, the story was “un- 
marred by one loud-mouthed 
break” of the kind so “common 


“Is a face covered with pock 
marks strong and impressive?” 

Then he made the point 
clearer—the point of not hay- 
ing too many different kinds 
of type in the advertisement— 
by declaring: 

“Real strength, not the flash 
in the pan variety, is something 
that not only catches the eye 
but holds it.” , 


Why Not All Capitals? 


The same thing is true of 
lines set all in capital letters. 
They do not hold the eye; they 
are hard to read. It is an ill, 
according to Mr. Frazier. He 
called it “Capitalitis.” He of- 
fered a remedy. It was “Go 
easy. ° 

But why should banks go 
easy on capital letters? Is it 
good business or just art? 

Consider a warning sounded 
one time in Inland Printer by 
C. W. Lechleidner, instructor 
in typography at Marquette 
University: 





and injurious to many adver- 
tisements.” Then he added: 
“The more an advertiser shouts 


CONDITIONS ARE GOOD 


and yells typographically the 
less he makes himself heard. 
Advertising is selling by paper 
and print and not one time in 
ten is it the leather-lunged 
member of the selling force 
that puts the new accounts on 
the books.” 

Big advertisers do not go in 
for a lot of different kinds of 
type. J. L. Frazier checked 
404 advertisements in the big 
magazines, including a_ weli- 
known five-cent weekly. He 
found that 377 of them used 
only nine different kinds of 
type among them. 


Too Much Bold Face 
Another form of shouting 
sometimes used in bank adver- 
tising is to have a great many 
words emphasized in black let- 
ters. Some have maintained 
that this is strong and impres- 


‘TIS TRUE THAT CONDITIONS ARE GOOD, BUT. EVEN 
WHEN TIMES ARE BEST, IT IS A GOOD THING. TO 
PLAN CAREFULLY SO THAT CALAMITY DOES NOT 
COME AS A RESULT OF YOUR STRUGGLE FOR SUC- 
CESS. HARD WORK, CAREFUL PLANNING AND CON- 
STANT WATCHING AHEAD WILL BRING REWARDS 
THAT WILL PLEASE YOU 

DON'T FORGET THAT IT OFTEN PAYS HANDSOMELY 


TO TALK WITH YOUR BANKER ABOUT YOUR PLANS 
AND PROBLEMS FOR HE CAN OFTEN WORK HAND 


IN HAND WITH YOU FOR SUCCESS. 


THE FIRST NATIONAL BANK 











so.” 


BE FULFILLED. 





x 


“TF” 
HOW MANY TIMES HAVE YOU SAID TO YOURSELF 
“IF L ONLY HAD THE MONEY I WOULD DO SO AND 

HAVE YOU STOPPED TO THINK. IF YOU HAD SAVED 
ONLY A PORTION OF YOUR WEEKLY OR MONTHLY 
INCOME A GOOD MANY OF THESE DESIRES COULD 


BLIMINATE THAT LITTLE WORD “IF” IN THE FUTURE 
BY STARTING A SAVINGS ACCOUNT NOW. 


Commercial National Bank 











These two advertisements, in addition to being very ineptly 
laid out, have a bad attack of what one advertising man has 


termed “‘capitalitis.”’ 
and difficult to read. 


They are both unattractive to the eyé 
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‘Do You Ever 
Ask Your Banker? 


A customer of ours asked one of our 
officers his opinion of business conditions 
in Denver during the coming winter He 
was contemplating the purchase of a 
small store, and w nted advice on future 
business anticipations. He got it. 


Such questions are asked of bankers 
every day, because a banker isin a posi- 
tion to observe the barometer of business 
more closely than men in other lines. He 
gets his information from contact with 
various lines of trade, and makes a’point 
of keeping posted. 


The thought is: if you know some man 
in your bank he can, and does, if he is 
interested in you. give you a great deal 
of valuable information 


If you are a client. here you can always 
get sympathetic advice on your business 
problems. We are interested in the suc- 
cess of our customers, and like to help. 
Over a period of years that may be worth 
a great deal to a growing business 








Home Savings and 
Merchants Bank 


Seventeenth and Champa Sts. 

















An advertisement both easy to look at and easy to read. 


It bears out the statement tha 
shout to be heard. 


Importance of Legibility 
“Legibility is the first factor 
in the success of an advertise- 
ment. If it cannot be read 
it is useless. Setting an adver- 
tisement in all capitals pre- 
vents easy reading. Capitals 
and lower case can be read 
five times as fast as all capi- 
tals. The reader is accustomed 
to capitals and lower case as 
wed in the news columns. 
Therefore when the eye strikes 
@ line of capitals it cannot 
gtasp the type as quickly as 
lower case letters.” 

Of course, a bank wants to 
make it easy for the public 


t an advertisement need not 


to read its advertising. That 
is a good reason for avoiding 
the use of capitals, but there 
is a still better one. The late 
Louis Sherbow summed it very 
neatly in his book “Effective 
Type Use for Advertising:” 


Cold Dignity vs. Warmth 


“If you want your announce- 
ment to chill people with the 
cold dignity of a tombstone, go 
ahead and use caps if you like. 
Nothing could be better for the 
purpose. But if you want an 
announcement to radiate a bit 
of warmth and friendliness 
then use a friendly type. Caps 


will help you suggest stodgy, 
standoffish dignity—if that’s 
what you want. But lower case 
has a friendly look. It is so 
open and easy to approach that 
you aren’t a bit afraid of it.” 


Depending on the Newspapers 


“Can’t the newspapers be 
depended upon to look after 
this. for us?” some bankers ask. 

No, not all of them. Some 
advertising men on papers in 
the smaller cities do not know 
the elements of making adver- 
tisements easy to read. Others 
do. But in order to save time 
they will sacrifice the interests 
of the bank and other adver- 
tisers. For instance, the capi- 
tals they can set on the type- 
setting machine are used too 
freely because that - means 
large-looking letters are turned 
out rapidly. The result is that 
nearly all the ads in the paper 
are messed up with the hard- 
to-read capitals. The ads look 
all alike. They are dirty at 
that—and a dirty-looking paper 
is a poor advertising medium. 
Sometimes two bank ads ad- 
joining will look almost alike. 
There are local papers that 
are still in the first stage of 
advertising—the stage that R. 
T. O’Connel calls “the coal-yard 
Gothic era when  advertise- 





You Wouldn't Drive 
a Car Without 
Any Brakes 


Or. if you 4:4. you'd know you were Courting » crash 


But 2 bt of pecple go through their weekly incume 
without any brakes—and then wonder where it a! wer! 
the end of » cowplé of days 

Start a checking account hre—pay your bills by che 
ana have 2 record of what yyu spend. You'l find a cneci- 
ing account 4 convenience you won't wont to be without »(- 
ver the first few days It's a satety ;-uge om spending 


Central Trust Company 


Knewn Everpahers 0: the Sate, Raisbie Bonk 











Another advertisement that makes 
the most of the potentialities of 
well selected type, skillfully 
placed. 
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merely glorified 
very 


ments were 
business cards and not 
‘glorified’ at that.” 


Spoiled by Poor Printing 

I see a great many bank ad- 
vertisements that are spoiled 
by poor printing. They are 
of the kind that was submitted 
to an expert and drew from him 
this comment: 

“We doubt if any one ex- 
cept the proof reader and pos- 
sibly the advertiser read _ it. 
We qualify the statement with 
respect to the advertiser, for 


it seems that if he should read 
it he’d notice how hard it is 
to read.” 

It was a bank advertisement 
that he was citing to students 
of typography as a _ horrible 
example. 

You will find its bad little 
brothers in the accompanying 
columns. 

Bankers can help the thrift 
movement by making their ad- 
vertisements legible and read- 
able; thousands upon thousands 
of dollars are wasted on bank 
ads that are never read. 


Educating The Savings Prospect 


By C. E. AURACHER 


Advertising Manager Cedar Rapids Savings Bank and Trust 
Company, Cedar Rapids, Iowa 


T one time the Cedar Rapids 
Savings Bank advertised 
to prospective savings deposi- 
tors with the suggestive bait 
that a savings account could 
be opened with an initial de- 
posit of $1.00. Many of the 
prospects took the hint and 
$1.00 and became depositors. 
While the bank discontinued 
this particular appeal in_ its 
advertising, it is still 
used by some banks. Some time 
ago I read in the advertising 
copy of a big bank in a large 
city that “it takes determina- 
tion and $1.00 to open a sav- 
ings account.” Possibly a sav- 
ings prospect would prefer to 
take a little determination and 
$1.00, rather than one minute 
and $1.00, and start his ac- 
count. I will not try to prove 
either assertion. Yet, our ex- 
perience tells us that many sav- 
ings accounts are opened with 
an initiaf deposit of $1.00 for 
the simple reason that $1.00 
was suggested as the _ initial 
deposit. 
Over two years age, the bank 
began to lay plans for an ad- 
vertising campaign that it 


being 


thought would educate the 
prospect. The purpose of the 
campaign was also to continue 
the education after the pros- 
pect became a customer. This 
seemed to be the logical goal 
for advertising; how well the 
plans were formulated and to 
what extent the bank educated 
its prospects will be disclosed 
as the article goes along. 

In the first place, it was 
plain that it would require 
time to educate a savings pros- 
pect. In other words, you must 
be patient when your purpose 
is to ailow the prospect to sell 
himself. Naturally, the bank 
expected to gather in a higher 
class of accounts by this meth- 
od, and was content to wait 
for results. 

The bank had employed vari- 
ous methods in the past to in- 
fluence prospects to become 
savings depositors, such as em- 
ployes’ contests, novelties and 
so-called high-pressure methods. 
So it was with considerable in- 
terest that it watched results 
over a period of the last six- 
teen months. Our’ method 
works along an entirely differ- 
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More type with pictorial value. 
White space has been generously 
used, but with good judgment. 


ent plan than any of those just 
mentioned. Our purpose is to 
inject into the prospect’s mind 
the value of personal thrift 
without his being conscious of 
the fact; the bank endeavors 
to influence the prospect and 
allow him to sell himself. 


When a Novelty is Employed 
Usually, when a novelty is 
employed to induce prospects 
to become savings depositors, 
a minimum deposit is required. 
If $5, $10 or $25 is specified 
as the initial deposit in order 
to secure an American flag, a 
camera, fountain pen or ther- 
mos jug, the result is that the 
majority of accounts are 
opened with the initial deposit 
suggested. The novelty is the 
chief incentive in the greater 
per cent. of the cases, and the 
prospect merely comes up to 
the requirements. Many peo- 
ple will open an account in 
order to secure the -novelty, 
even though they may have a 
savings account with another 
bank. The per cent. of good 
customers from this class of 
prospects is small. Then, too, 
present customers of the hank 
think they are entitled to the 
novelty. The buying of sav- 
ings business is expensive. 
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The Employes’ Contest 

In an employes’ contest that 
the bank conducted over two 
years ago, the average initial 
deposit was approximately $60, 
which amount was considered 
good at that time. While em- 
ployes’ contests may not be 
classed as strictly high-pressure 
methods—employes are seldom 
trained and effective salesmen— 
nevertheless, the sales talk often 
becomes a personal matter; the 
prospect opens an account from 
the personal appeal, rather 
than from a good reason on his 
own part. The real incentive 
is pushed into the background 
many times—the drive is the 
big thing. Employes strive for 
immediate results in the way 
of number of accounts and 
dollars and cents. 








A HOUSE OF MONEY 
APPEALS FOR 
THE HOUSE OF GOD 


The Season’s Greetings! 
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A novel departure from the beaten 


path in bank advertising. This 
advertisement, run at Christmas 
time by a Newark, N. J., bank, 


unsigned, carrying only a modest 
copyright line, and entirely un- 
related to banking, aroused wide- 
Spread local interest and attracted 
much favorable comment from 
the clergy and prominent citizens 
of Newark. More than 20,000 
copies of this advertisement were 
distributed by Newark churches 
and Y. M. C. A.’s with the bank’s 
copyright on them, and an addi- 
tional number was distributed 
Without the bank’s copyright at 
the request of church boards who 
asked the privilege of using them 
on their own letterheads without 
the bank’s name. 
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Specimen covers of the 


“Cedar Rapids Savings” 
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educational and in- 


spirational house organ whose functions are described in the 
accompanying article, “Educating the Savings Prospect.” 


Vith 
ployes’ 


novelties, as with em- 
contests, the prospect 
is not given the opportunity 
to sell himself on thrift, the 
value of a savings account, or 
the service offered by the bank. 
The prospect may realize that 
he should save with some sys- 
tem; he knows that saving is 
the right thing to do, for it is 
an instinct in human life. But 
the novelty or the sales talk is 
the spark that ignites the pros- 
pect’s latent desire to save to 
such a heat that an account is 
placed on the bank’s books. 

The high percentage of close- 
outs among savings accounts 
secured by the use of novelties 
employes’ contests 
may be due in part at least 
to the fact that the prospect 
has not been thoroughly sold, 
or an effective follow-up has 
not been used after the pros- 
pect becomes a customer. 


and from 


A Consistent Follow-up 


The bank’s present method 
not only seeks to have the 
prospect sell himself on the 
value of personal saving, but 
it includes a consistent follow- 
up that keeps selling the sav- 
ings idea over and over. There 
are no inducements offered, ex- 
cept the idea of saving itself as 
a means to an end. Necessarily, 
the advertising must make sav- 
ing attractive; it must furnish 
inspiration to the prospect. 

Our advertising did not sell 
all prospects the first year, on 
the saving idea. We influenced 
or educated about one out of 
every six on our prospective 
list. Sixteen per cent. is rather 
a satisfactory result on a list 
of 3000 names. Many of these 
prospects—there remain ap- 
proximately 2500 on the list— 
who have not yet opened ac- 


(Continued on page 259) 
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Banking Publicity 


RICHARD F. DURHAM, Editor 
Monthly Publicity Section 
Tue Bankers Macazine 
71-73 Murray St., New York 





FEBRUARY 1926 





HAT about the profit- 

able and well satisfied 
customer, whose account 
pays day in and day ont, 
and who makes use of a 
number and variety of the 
bank’s services? Are the 
banks, with all the zeal and 
energy with which they are 
going after new business. 
and striving to hold old 
business, paying enough at- 
tention to this type of cus- 
tomer, whose good will is 
one of the strongest assets 
which they have? 

No banker needs to be 
told that one of the best 
potential of new 
business lies in the satisfied 
and worth 


sources 
while customer. 
Yet, so often a handclasp. 
a warm greeting, a brief ex- 
change of pleasantries. and 
he is dismissed from mind. 
A few tactful suggestions, a 
personal note now and then 
at well-timed intervals from 
one of the bank’s officers. 
and his interest in the affairs 
of the bank might well be 
doubled. His attitude can 
be turned from one of pas- 
sive good will to one of 
active support and greatly 
increased endeavor to divert 
to the bank business of the 
same desirable character as 
his own. In seeking to de- 
velop the uncultivated fields 





on the other side of the 
fence, the bank should not 
neglect to till the fertile soil 
in which its prosperity is 
nurtured. 

The advertising depart- 
ment of the bank, in its turn, 
can with advantage pay seri- 
ous heed to the generous 
investment of time, energy 
and funds in the cultivation, 
through the various mediums 
at its disposal, of the profit- 
able and well disposed cus- 


tomer, whose active good 
will and support can be 
made of more _ practical 


value to the bank than all 
the advertisements ever 
printed. 


& 


’ * . 

SAVINGS accounts. safe- 
deposit trust 

services—these can be sold 


boxes, 


through an appeal to cer- 
tain of the desires, whims. 
notions and prejudices which 
characterize, in varying de- 
gree, the makeup of the 
But the 
selling of commercial bank- 


average human. 
ing service is not so easily 
nor so frequently amenable 
to appeals of this variety. 
A man who feels the need of 
a commercial account will be 
primarily influenced by 
either the advice of some 
friend who already has such 
an account, or else by simple 
convenience of location. Ap- 
peals based on such abstract 
aualities as safety. stabil- 
itv. strength and conserva- 
tism have in this day and 
time lost such tangible value 
as they mav once have pos- 
sibly had. The business man 
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of today takes such qualities 
for granted as being inherent 
in the makeup of the aver- 
age bank. 

How then can commercial 
advertising be 
fective? 


made ef- 
How can one bank 
overcome the handicap of 
not being as conveniertly lo- 
cated to certain portions of 
the community as another, 
or even several others? How 
can a bank overcome the 
handicap of the influence of 
friends of a potential cus- 
tomer, who not un- 
reasonably. try to influence 


him to bank elsewhere? 


may. 


These problems have per: 
haps been most effectively 
met by banks have 
made a real and _ sustained 
effort to make their adver- 
tising of a highly institu- 
tional nature — to make 
themselves identified in the 
public mind with the prog- 


ress and welfare of the re- 


who 


communities — in 
located. 
to make 


spective 
which they are 
Thev have tried 
people feel that to be a cus 
tomer of their particular in- 
stitution. means to be iden- 
tified with something im- 
portant to the community's 
development; that it means 
added personal prestige. and 
that it is a business asset. 
Banks which have tried this 
plan consistently over 4 
period of time have found 
that the increased good will 
and prestige which it has 
brought them have assumed 
tangible form in the marked 
increase in number and 
volume of commercial ac 


counts. 
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Educating The Savings 
Prospect 
(Continued from page 257) 

counts with us, may neverthe- 
less become sufficiently edu- 
cated on saving and sold oh our 
bank in the near future. Per- 
haps, they do not absorb the 
material so rapidly as some of 
the others. Should we discon- 
tinue our method, doubtless 
many new accounts would be 
opened from this list within the 
next few months. But to con- 
tinue the advertising, promises 
even larger results for us in 
the future—the cumulative re- 
turns lead us to believe that 
we are right in this conclusion. 

There is no specified amount 
in our advertising for opening 
a savings account, and there is 
no limit as to the time when 
an account may be started. 


Development Slow but Sure 
Just as the athlete prepares 
himself for a contest under the 
direction of his coach, so the 
prospective saver is developed 
by a mental diet to the point 
where he becomes a saver and 
is ready to progress in financial 
matters. The process is slow, 
but it is sure. Graduates are 
how coming rapidly from the 
prospective class and entering 
the saving class. The first six 
months of our campaign, we 
produced about 4 per cent. cus- 
tomers from our list of 3000 
prospects; the second six 
months, 8 per cent. became 
savers; while for the period of 
sixteen months, 18 per cent. 


; Opened accounts. 


Results from our present 
method have been carefully and 
accurately tabulated. We con- 
sider the figures reliable. The 
period covered is sixteen months, 
from January 1924, when the 
Plan was placed in operation, 
‘o May 1925. Approximately 
8000 prospective depositors are 
induded on our mailing list. 
For the period named, the fol- 
lowing results are credited to 











Who's Who in 
Bank Advertising 











I. I. SPERLING 


Publicity manager Cleveland Trust Company 
Cleveland, Ohio 


R. SPERLING has been with the Cleveland Trust 
M Company for the last six years. Prior to that time 

he was a member of the editorial staff of the 
“Cleveland Plain Dealer’ as sporting and feature writer, 
police reporter. and later copy editor. In 1925 he completed 
the development of an all-year-round bank merchandising 
campaign during the course of which the advertising, new 
business and employes’ activities are centered for one month 
at a time on the selling of some specific phase of bank 
service. Results measured in some of the departments thus 
advertised have shown the plan to be successful. Mr. 
Sperling is 29 years old. He has recently been named chair- 
man of the publicity committee of the Financial Advertisers’ 
Association, and has been a member of that organization’s 
extension committee for the last two years. He was chairman 
of the nominating committee at the association’s convention 
in Columbus, Ohio, in 1925. He is past secretary and past 
president of the Cleveland Financial Advertisers’ Association. 
He has been a frequent contributor to bank publications of 
articles on financial publicity. 
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the advertising method in ques- 
tion: 


Accounts opened— 


First 6 months of 1924. ae 
Second 6 months of 1924 241 
Four months of 1925.................... 197 

559 


Total initial 
First 6 months of 1924....$14,184.34 
Second 6 months of 1924 31,881.75 
Four months of 1925 - 42,672.97 


deposits 


$88,739.06 

Facts Brought Out by Returns 
These results reveal interest- 
ing facts. Observe the cumula- 
tive returns both in the number 
of accounts and total initial de- 





“UP FROM THE GRAVE HE AROSE!” 


posits for the different periods 
covered. Consider also the 
high average of initial deposits: 
$117 for the first six months of 
1924, $132 for the second six 
months of 1924, $216 for the 
four months of 1925, and $158 
for the entire sixteen months. 

In regard to the cultivation 
of accounts secured by our 
method, on February 1, 1925, 
a check-up that the 
total amount on deposit in the 
new accounts opened from the 
list of prospects in 1924 was 35 
more than the total 


showed 


cent. 


per 





death itself. 


ship. 


Easter brings to us more keenly the realiza- 
tion that we are under the care and control of a 
Divine Being who conquered all.obstacles, even 


All the things on earth take on new life. Even 
we ourselves revel in new Spring apparel. We 
are inspired to redouble our efforts toward com- 
fortable living and financial profit. 

Let us not lose sight of the fact that in this, 
as in all other seasons, the policies of energy and 
thrift are fundamental in the building of success. 

We desire to reconsecrate our services-to you 
who have need of a friendly banking relation- 


“There Is No Substitute for Safety” 











Farmers Security Bank 
Beene 








Here is an advertisement regarding which it is not necessary 


to say very much. 


It has almost everything wreng with it, 


and may be held up as a particularly good example of how 
not to prepare a bank advertisement. 
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of the initial deposits in these 
same accounts. 

Here are results that are not 
in the $1 class. While it is true 
that some accounts included in 
the results were opened with a 
small initial deposit, there were 
no extra large initial deposits 
at any time to offset these small 
accounts. 

Savings accounts from edu- 
cated prospects are more per- 
manent than the average ac- 
counts. The close-outs from 
the accounts opened in 1924 
were about 50 per cent. of the 
average for the entire number 
of our savings accounts. It 
would appear that these pros- 
pects that were educated into 
savers had good reasons in their 
own minds for opening their 
accounts. The reasons may not 
have originated with the depos- 
itor, yet in most instances, the 
depositor gives himself credit. 


The House Organ as an 
Educator 


What is our method for edu- 
cating the savings prospect? 

Simply a house organ that we 
edit and publish ourselves—not 
the syndicated monthly paper 
that every reader knows is not 
published locally by the bank, 
and for this very reason lacks 
the power to reflect the at- 
mosphere of the bank. Our copy 
is localized. In fact, the entire 
house organ is made up to ad- 
vertise our institution; as it 
stands, it could not be used ef- 
fectively by another institution. 

In this house organ, we have 
the opportunity to become it- 
timate with our readers; we cal 
express ideas, enlarge on the 
bank’s policies, introduce per 
sonalities, gossip over affairs of 
mutual interest and treat the 
news of the bank in an informal 
friendly way. These things s¢l 
the bank to the prospect. Ther, 
along with this material, there 
goes hand-in-hand, inspiration® 
material on thrift and the value 
of saving. We endeavor to prin" 
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joyments later on, knowing 
that he will be well repaid. So, 
educating the prospect is mere- 
ly getting him to want the 
things money will buy through 
saving, badly enough to save. 


in these 
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“The Jolly Testator”™ 
“She bequeathes, she repeats, 
she recalls a donation, 
And end# by revoking 
ber own revocation; 


Still scribbling or scratching 
some new codicil, A Toy. 
“Teen ; (ae t & 
How Banks Are 
Advertising 


From “The Jolly Testator Who 
Makes His Oven Will.” 
Lord Nees (800-6 


rom edu- 
nore per- 
rage ac- 
uts from 

in 1924 


E percentage of women or men who attempt to make their 
own wills is decreasing; but there is still a surprisingly large 
number who die without leaving a will of any kind. To have 
your will properly made by a competent attorney costs very 

little money, and takes very little time. You are then assured of your 
wishes being carried out. You are enabled to select an executor in whom 
you have confidence; one qualified by both experience and resources to 
saucy 
xt. of the administer your estate properly 
The Harris Organization places at your disposal, and at that of your 
e number attorney, a conservative business experience of over forty years. We 
unts It | will be glad to co-operate with your attorney in the making of your will 
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NEW monthly bank house 

organ published by the 
bank’s employes enters the field 
in volume 1 number 1 of 
The American, a monthly pub- 
lication, made up in newspaper 
style, which is published by the 
employes of the American 
Banks of Nashville, Tenn. 
Layout, illustration and copy 
combine to make “The Ameri- 


Our booklet, “Trust Service,” will be given or sent you on request 


TRUST DEPARTMENT 


Harris Trust & Savings Bank 


Organurd as N.W. Harris & Co 1883. Incorporated 1907 
HARRIS TRUST BUILDING, CHICAGO 


Capital and Surplus $7,000,000 


he depos- 
inces, the 
If credit. 




















can” a very readable and inter- 
esting publication. 
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a oS Trust advertising does not frequently lend itself to copy in 7. State Street ‘Trust 
ye ey EES Company of Boston pub- 

| for edu- a touch of humor has been both appropriately and success- lishes a four page folder out- 

ospect? oe lining the services performed 

n that we { 

Jves—not & formation that is both educa- has the advantage of a concen- a 

ily paper tional and interesting. The trated fire, directed upon the | Courteous 

ws is not @ "eaders are told about savings prospect from numerous angles. thea 

the bank, weount service, how to use it, ‘There are ever new directions —_ 

son lacks & What it will de for them, how from which to approach the fay Dirtin an 

- the at- others use it and what results subject of saving to make it packing spon any subject 

Our copy & ‘ey get. appear attractive. ‘This tends fire the Board, shell ad. 

the entire Thus, our method educates to give the prospect a broader tae el 

up to ad- the prospect by degrees. Read- education; he is more thorough- 

yn; as it & ig inspirational material be- ly sold on saving; he knows YJ STRANGER within the bank 

> used ef- B mes a habit with him. He more about its many uses and aan 

astitution. looks for ideas on saving, revels possibilities. He is told over poe gee It starts 

, we have &@ ! new possibilities of thrift and and over, in varying ways, 

ecome in- § “eep down in his being imagines about the value of thrift, about beg co dally Emer 

s; we can & himself, the possessor of the the satisfaction in having money lies 

eon the f00d things in life—all made ahead, about the thrill that 

duce per possible by regular saving. Be- comes from anticipation of tater 

affairs of BH use of its regularity, the cherished plans. He is made to Soon tecban a 

treat the JH house organ creates a satisfac- realize how systematic saving ee 

: informal ‘ry friendship in bulk between brings results, and how all 

things sell the Lank, its prospects and cus- things are possible to ihe regu- NATIONAL NEWARK & ESSEX 

ct. Then, tomers. lar saver. BANKING CO. 
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spirational 
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yr to print 


Advantages of the House 
Organ 


The well-edited house organ 


Finally, he comes to the point 
where he is willing to postpone 
many shallow pleasures of the 
present for genuine lasting en- 


| Broad at Clinton Street, Newark, N. J. 


| enone om 


The above advertisement on bank- 
ing courtesy has been given an 
unusually distinctive and present- 
able setting. 
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by the various divisions of the 
company’s trust department. 
The first page of the folder 
lists the principal causes of loss 
to security holders, and sug- 
gests that investors can avoid 
risk of loss from these causes 
at small cost by depositing se- 
curities in safekeeping with the 
company. The folder contains 
several paragraphs on “The Re- 
lation of Investment to Your 


Estate.” 
& 


66 ce Bonds for Invest- 

ment,” an _ interesting 
booklet containing a number 
of readably presented invest- 
ment suggstions, is published 
by the investment banking 
house of Halsey, Stuart & Co. 


& 


oT HE Chronicle” published 
by the “Number _ Six 
Club” an employe organization 
of the Bank of America, New 
York, belongs in the select class 
of exceptionally good employe 
house organs. “The Chronicle” 
has an unusually presentable 
makeup, is very capably edited 
and always contains a number 
of interesting drawings and il- 
lustrations. 
@ 


FOLDER “Jones Finishes 
the Job” published by the 
Cleveland Trust Company con- 
tains some unusually good copy 
on the value of an insurance 


trust, written so that the lay- 
man can understand it. The 
copy is presented in narrative 
form and gives a hypothetical 
case in which the Jones family 
solved its financial problems by 
establishing an insurance trust. 
The folder is very attractively 
printed in two colors with well 
chosen typography and has a 
very attractive cover design. 


& 


URING the holiday season 
D the Franklin Trust Com- 
pany of Philadelphia published 
a very attractive folder in 
colors entitled “Come Along!” 
in behalf of its Christmas Club 
for the approaching year. The 
folder offers a number of sug- 
gestions as to the uses to which 
Christmas Club money may be 
put and presents a number of 
different classes in which a 
Christmas Club account may be 


opened. 
@ 


The Truth in Advertising 


UCH has been said of the 

progress of the radio in- 
dustry, but there is undoubt- 
edly much ahead for this new 
field in the world of advertising. 
One small radio company is 
several jumps ahead of some 
of its larger competitors in this 
respect. 

Down on the Jersey coast a 
manufacturer, one of _ the 
largest in his line, of pajamas, 
etc., displays a large sign on 
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top of the factory 


reading: 
“We put the world to sleep” 
The radio company’s factory js 
on the opposite side of the rail- 
road tracks and on top of it 
is the challenge: “We keep the 


world awake.”—Wall 


Journal. 


Street 


& 


The Traction Interests 


ECENTLY an Englishman 

arrived here on his first 
visit bearing a draft for $200 
drawn on a prominent Wall 
Street institution. The build- 
ing in which the bank was l- 
cated enjoyed a subway en- 
trance. The somewhat bewil- 
dered Britisher arrived at the 
subway cash changing booth 
which he took for the bank and 
offered his draft for cash. The 
nickel tosser glanced at the 
paper and chucked it back with 
a “quit your kidding.” This 
did not disturb the Englishman 
and he again handed in the 
draft. The Interborough 
banker this time objected with 
much heat and indicated that 
he would call in the law if 
the Englishman did not “gel 
out damned quickly.” — This 
irate traveler walked straight 


to the cable office and sent :— 


message to London telling his 
banker there to cancel the 
draft with the American bank 
in question “because of the in- 
pertinent treatment I have re 
ceived at their hands.”-—Wall 
Street Journal. 


* 


















BANK ADVERTISING EXCHANGE 
IN connection with BANKING PUBLICITY there is conducted a Bank 


Advertising Exchange, containing a list of names of bank advertisers willing to ex- 
change advertisements, booklets and other publicity matter issued by them. Any 
subscriber who will agree to exchange advertising matter may be added to this list 
A copy of this list may be had by any subscriber upon application. 
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BROWN BROTHERS & CO 


Established 1818 
330 Chestnut S 59 Wall Street 60 State Si 
Philadelphia NEW YORK Sevres 








Investment Securities 
Foreign Exchange 
Commercial Credits 
Travelers’ Credits 
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A Century of Service 








BROWN, SHIPLEY & COMPANY 


Established 1810 





Founders Court, Lothbury 


Office for Travelers 
London, E. 


123 Pall Mall, London, S. W. 
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The Equitable abroad 


Our foreign offices are not obscure 
branches. They are prominent 
banks in their respective cities. 


Our foreign department will be glad 
to explain fully how local banks 
can use The Equitable to amplify 
their own foreign services. 


THE EQUITABLE 
TRUST COMPANY 


OF NEW YORK 
37 WALL STREET 


UPTOWN OFFICE IMPORTERS AND 


Madison Ave. at 45th St. rRADERS OFFICE 
247 Broadway 


DISTRICT REPRESENTATIVES 


PHILADELPHIA: Packard Building CHICAGO: 105 South La Salle St. 
BALTIMORE; Calvert & Redwood Sts. SAN FRANCISCO: 485 California St. 


LONDON ° PARIS ° MEXICO CITY 


Total resources more than $450,000,000 























Domesticating Foreign Securities 
By Carlton P. Fuller 


OREIGN bonds are different. No 

matter how precise the similarity 

to certain domestic issues, no mat- 
ter how impeccable the security, a 
foreign bond is inevitably different. 

It is not a matter of distance; Cali- 
fornia is farther from New York than 
France. It is not a case of ignorance; 
London is no more difficult to under- 
stand than Los Angeles. A foreign issue 
may be exactly comparable to a domes- 
tic issue in every respect except one. 

That one is the exchange problem, 
the necessity for transferring funds 
across national boundaries, from one 
currency into another. 

It is all right to talk about the grow- 
ing homogeneity of the world and the 
steady annihilation of distance, but the 
international transfer of funds remains 
the delicate problem it has always been. 
A foreign loan may pay interest and 
principal with ease in the country 
where it is domiciled, yet find it next 
to impossible to remit that money to the 
country where it was borrowed. 

With that basic consideration in mind, 
it should be profitable to glance at the 
foreign non-government loans of the 
United States, and try to outline their 
economic, political, and investment sig- 
nificance. 


A.—United States’ Investments in 


Foreign Lands 


The sum total of our publicly offered 
foreign loans is about $10,000,000,000. 

Even such a sum leaves us cold in 
these days of big figures, but fifteen 
years ago it would have shocked any 
financier. At that time we were still 
borrowing abroad, rather than lend- 
ing. Four years of war effected the 
transformation, which might have oc- 
curred in the natural course of events, 
but only after the lapse of decades. The 
war concentrated the world’s gold hold- 
ings with us, and on them is based our 


loaning power. Without attempting to 
trace the devious channels through 
which this concentration took place, we 
may note the results as shown in our 
loans abroad. 


U. S. foreign investments June 30, 1925 
(billions of dollars) 
Latin America .................... ; $4.1 
Canada and Newfoundland . ie ae 
Europe dante 2.1 
| eee s 


$9.5 


Total 





If private and bank credits could be 
added in, the total would be greatly en- 
hanced. 

As an aid in appreciating what $9,- 
500,000,000 means, the following figures 
for the United States in 1924 are useful: 


Billions 


Domestic investments ................... 100.0 
atime, acti. sepsis nal 18.1 
Life insurance in force .................. 63.8 
ey ID oraerectcaticmenciccied 70.0 
7 ie, NIN ie ccrcccenes 300.0 


Our stake in foreign lands is heavy, 
and it is rapidly growing. During 1925, 
about one-quarter of all new offerings 
were foreign loans. They formed the 
largest group of offerings, leading pub- 
lic utility securities by a wide margin. 

Despite the concentration of popular 
attention on European loans, because of 
the huge inter-government debts, our 
heaviest public investments have been 
made in Latin America. There, and in 
the other undeveloped countries, is 
likely to lie our chief interest in the 
future, for the balancing of budgets, 
steadying of exchanges, and replenish- 
ment of working capital in Europe is 
a temporary process of a few years, 
compared with the exploitation of the 
world’s natural resources. 

What is this money being used for? 
Everything from stabilization of ex- 
change to working capital for industrial 
concerns. Foreign loans cannot be 
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$170,000,000 











FOUR BILLION 


ICHIGAN is among the leading manufacturing states, 
fabricating a great variety of products. 


The factory value of her industries is now close to Four 
Billion Dollars annually. This total is a seventy-five per cent 
increase in two years. 


This Bank is an imporant link in the growth of Michigan’s 
manufacturing. It offers unequalled facilities for serving all 
having banking business in the Great Lakes Region. 


FIRST NATIONAL BANK 


DETROIT MICHIGAN 


The First National Bank, the Central Savings Bank, and the 
First National Company of Detroit, are under one ownership. 
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lumped under one heading any more 
successfully than domestic loans. Prop- 
erly, they also should be split up into 
public utility, railroad, industrial, 
municipal, Government, and real estate, 
for all of these groups will be found in 
the list of foreign offerings. However, 
$4,100,000,000 out of the $9,500,000.- 
000 of loans has some sort of Govern- 
ment guarantee attached. 

There, in brief, is our financial stake 
abroad. Its implications are immeasur- 
able, but can be hinted at in a few para- 
graphs. 


B.—Economic Results of Foreign 
Loans 


After economic forces compel us, as 
they have, to make loans abroad, they 
immediately confront us with the prob- 
lem of getting the loans and interest on 
them paid back. There are just four 
major ways in which other nations can 
pay us: gold, goods, services, or securi- 
ties. 

Of these, services make only a minor 
showing, for most countries can do little 
toward providing us with shipping, 
banking, or insurance, and even if we 
throw in such substantial items as im- 
migrants’ remittances, the larger por- 
tion of the balance must be made up in 
other forms. Since we are considering 
the repayment of loans, the issuance of 
more securities does not answer the 
question of settling up, although the 
probabilities are that the volume of new 
issues will always be great. Return of 
our own securities was once a possibil- 
ity, but for the most part is no longer 
a prominent factor. 

The choice is left between gold and 
goods. As custodians of half the world’s 
gold supply, we have already been 
facing the dangers of severe price in- 
flation and ensuing collapse for several 
years. Our economists hailed as a bless- 
ing the commencement of gold exports 
some months ago. Not in gold shall we 
find satisfactory repayment of interest 
and loans; more gold would simply pro- 
vide the basis for more loans. 

4 


11,000 miles 
of wires 


to facilitate the purchase 
or sale of Bonds 


NEW YORK NEW ORLEANS 

CHICAGO SAN FRANCISCO 

BOSTON PHILADELPHIA 

LONDON MONTREAL 
TOKIO 


The plain indication of the situation 
is goods for payment. 

Immediately visions of an overwhelm- 
ing influx of cheap German goods befog 
the jugdment of business men. As the 
most obvious and convenient protection 
available, they call for higher import 
duties. It is easy to hide their heads 
in high tariff sands. They should see 
that high tariffs do not meet the situa- 
tion; if we do not receive the goods, our 
customers in other parts of the world 
will! 

Then is it true that we are engaged 
in the short-sighted task of financing 
dangerous competitors and building up 
more trouble for the future with every 
loan we make? 

So it might seem to the superficial 
observer, who would note that (a) we 
ought to be receiving about $1,000,000.- 
000 from abroad every year in interest 
on loans already made; (b) this amount 

















of Myriad Domes 


VER the shifting sands of the desert to lovely El Oued ...a thousand creamy 
domes in a jade setting. Curious, unfathomable city ... different except for the 
graceful minarets that tower, spire-like over the rounded roofs. 


Can you go on and on in a hum-drum existence . . . 
while the Arabian Nights are a thing of the present 
as well as the past? Open your eyes. And plan 
days of enchantment. Start at Tunis. When you 
can tear yourself away from her bazaars, go on to 
Tozeur, the mysterious, the subtle, the Ancient... 
El Oued . . . Touggourt of huddled caravans ready 
to brave the sand storms, the mirages of the desert. 
And northward through tawny Biskra, pearly Con- 


stantine . . . to Algeria, the azure. 


How can you get there? Why, it’s only a little 
more than a day from Marseilles across the blue 


And Europe is 


Mediterranean to Tunis or Algiers. 


but six days from the Statue of Liberty on a deLuxe 
French Liner or a luxurious one-cabin boat . . . with 
its noted cuisine and service; with vivacious dances, 
deck games and interesting people. 


The de Luxe French Liners sail to Plymouth, Eng- 
land ; then Havre. The one-cabin Liners go direct 
to Havre . . . where there is no transferring to tenders. 
Down the gangplank to the special boat train waiting. 
In three hours, Paris; overnight, Marseilles and the 
Riviera. Then, at the end of "the longest gangplank 
in the world". . . the mystery of North Africa, held 
together by thousands of miles of excellent macadam 
highway and thirty-one famous Transatlantique hotels 


Write for descriptive booklet by Rosita Forbes 


Trench Line 


Campainie Generale Transatlantique 
19 State Street, New York 
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Agencies in Principal Cities of Europe, 
Canada and the United States 
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v— every commercial center of 
importance in the United States 
and in the world — currents of trade 
flow to and from New York. 


The Irving-Columbia’s Out-of- 
Town Office is a contribution to the 
promotion of this commerce. This 
Office, in the Woolworth Building, 
New York City, is a banking unit de- 








AMERICA’S TRADE CURRENTS 


Irvinc Banx-Co.umsiA Trust ComMpANy 
New York 


voted to facilitating the business in- 
terests of customers outside of New 
York. Its officers, by maintaining close 
personal contact with all parts of the 
country, keep constantly informed on 
business conditions in various sections, 
and thus are able to give to each trans- 
action the understanding so important 
in correspondent banking. 














will doubtless increase to $1,500,000,- 
000 or $2,000,000,000 within a decade; 
(c) private and bank credits are not in- 
cluded in the immense total of foreign 
securities, yet must be paid for in the 
same way. Are we not throwing good 
money after bad? 

A simple, economic reply in two parts 
constitutes the essence of any justifica- 
tion of foreign loans: 


1. Immediately, loans enable ex- 
ports. Impoverished countries fi- 
nance their need for our goods 
through loans. We thus utilize our 
superfluous gold reserves, receive 
interest for their use, and provide 
a market for our goods. Since the 
gold would do us more harm than 
good under present conditions, we 
come fairly close to getting some- 
thing for nothing! 

2. Ultimately, the prosperity of 
one nation is involved in the pros- 
perity of the world. Even a self- 
ish policy would dictate assistance 
to other lands. The commerce of 
the world is now a unit; injury to 
one part is, in varying degrees, in- 
jury to the whole. A poor mon- 
soon in India decreases the earn- 
ings of our cotton farmers; a 
drought in Australia may raise the 
prices of the clothes we wear. 

While one nation may prosper 





for a time by living unto itself, 
there is no eventual escape from the 
influence of conditions abroad. 

But what about foreign competition? 


It is true that it will be severe, in 
some industries; but we survived keen 
competition before the war, and keener 
competition in the inflation period in 
Europe just ended. It is true that our 
money often goes to competing con- 
cerns, but with it they buy our cotton or 
copper. 

American industry is not going to 
collapse with the revival of industry 
abroad. Most of the imported goods 
which pay interest on the loans will be 
raw materials for our manufacturers to 
use or foodstuffs for us to consume. If 
some manufactured articles gain a foot- 
hold in our domestic markets, it is well 
to remember that the consumer is bene- 
fitting—and we are all consumers. 

Possibly the exaggerated fear of im- 
ports can be traced to the old expression 
“unfavorable balance of trade,” when 
merchandise imports exceed exports. It 
may be instructive to note that the rea- 
son the United States considered excess 
exports “favorable” before the war was 
because we were borrowing so heavily 
abroad that we had to export goods to 
pay the interest. 

Did Europe suffer from loaning to 
us? On the contrary, she was greatly 
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FOREIGN LOANS OFTEN BRING EXPORTS 




















MILLIONS OF DOLLARS 








MILLIONS OF DOLLARS 





























International balances are not so simple as this chart might indicate, but the immediate effect of 


exceptionally large loans is usually an increase in exports, as shown in 1924. 


From 1919-23, 


foreign loans did not vary significantly, and the purchasing power of other countries 
was becoming constantly impaired. Our huge loans in 1924 helped improve 
their purchasing power, and consequently their ability to take our goods 


enriched. 


So, too, in the long run, will 
our investments abroad bring to us gen- 


erous returns. And it may well be that 
the most “favorable” balance of trade 
for us will be an excess of imports! 
After all, it is goods that comprise 
wealth, not gold, and enlargement of 
our possessions will not entai! poverty. 

Moreover, it is not necessary to vis- 
ualize the repayment of the principal of 
all these loans in a flood of goods. Asa 
lending nation, it is quite probable that 
the United States will continue indef- 
initely the volume of foreign credits 
now being issued. So long as the loans 
are well secured, bondholders will 
always be found who are glad to have 
money thus invested. Investors of New 
England did not worry about how the 
principal of the funds they put into 
Western railroads was to be returned to 
them! 

But the outstanding answer to this 


whole bogey of destructive repayments 
and ruinous competition is constant 
growth of world industry. 

No country is standing still. Today 
sums are involved in international trans- 
actions which would have staggered a 
1905 model banker. So 1935 and 1945 
will find today’s poor countries built up 
by American capital into prosperous 
customers for our goods and those of 
other nations. The process goes fast 
when once started. Pre-war limitations 
are no guide for present problems. 

Even in the case of that most difficult 
of situations, the transfer of German 
reparations funds, most careful con- 
sideration of the numerous questions 
involved leads a distinguished commit- 
tee to the conclusion that “The problem 
is not insuperable.” 

(The report of this committee inci- 
dentally, should receive more attention 
than it has on this side of the water. 
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Westminster Bank Limited 


AN ENGLISH BANK preserving an English tradition 
throughout a system of over 900 branch offices, and 
represented in every banking town in the world. 
Vast resources combined with nearly a century’s 
accumulated experience equip it for the character- 
istic service it places at its customers’ disposal. 


Authorised Capital : $165,000,000 ($5=£1) 


New York Representative 
C. M. PARKER, 68 WILLIAM STREET 


HEAD OFFICE: 41 LOTHBURY, LONDON, E.C.2 
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The Economic Restoration Committee 
of the International Chamber of Com- 
merce appointed a sub-committee con- 
sisting of Sir Josiah Stamp, Signor 
Alberto Pirelli, and Comte André de 
Chalendar, who drew up a report called 
“Reparation Payments and Future In- 
ternational Trade,” that is an excellent 
exposition of the factors involved in in- 
ternational payments. ) 


C.—Political Results of Foreign Loans 


It is no easier for a nation than for 
an individual to play the role of 
Croesus. Envy and bitterness assail 
both. It is a perfectly understandable 
trait of human nature that a debtor 
should feel some resentment toward his 
creditor. Here, then, is one political 
aspect of foreign loans which bodes 
little good for world harmony. It will 
be displayed in high and discriminating 
tariffs. in unfavorable legislation of 
various kinds. 

Such an attitude is, however, a pass- 


ing phase which time will temper. The 
boomerang effects of discriminations, 
and the economic pressure engendered 
will straighten out these evidences of 
political antipathy. 

It was trying enough for Europe to 
watch our enormous strides toward 
wealth before the war when we were still 
borrowing abroad; how much more an- 
tagonism will arise now that we are a 
creditor, not merely a young prodigy! 
Already home-comers have related the 
seeming hatred with which other na- 
tionals regard Americans, whom they 
apparently look upon chiefly as fatted 
sheep for the slaughter. 

Is this the true picture of what may 
be expected from foreign loans? 

By no means. It is the same sort of 
picture which a certain school of poli- 
ticians holds up to frighten in the votes, 
a picture of every new contact with the 
world developing into a conflict: the 
more conferences, the more collisions! 
If such is the case, we may well fear 
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New Yorx Acency 


BANK OF CANTON? 


200 WORTH STREET 
Authorized Capital £1,200,000 Paid Up 41,081,280 


_ A Chinese Bank maintaining offices at the principal ports, offering 
direct services, for facilitating trade with the United States. The native born 
English-speaking staff eliminates difficulties which often accompany transactions 


in a foreign language. 





Your correspondence is invited 

HONG KONG 

Algency: SAN FRANCISCO Branches: HANKOW, SHANGHAI, CANTON, SWATOW, BANGKOK 
Correspondents in Important Centers of the World 


Heap Orrice: 


Reserve £83,500 











for the future. But the efficacy of get- 
ting together to prevent disputes has 
been proved too often to be upset by the 
numerous exceptions. 

The fact of the matter is that the 
world is becoming so closely knit that 
economic forces will rapidly supplant 
political factors in the decision of 
events. This process has already been 
in evidence during the last century. 
Although it does not hold any imme- 
diate hope of avoiding wars, it does 
settle wars. 

Friction there will be over our for- 
eign loans, but the tendency will be 
toward the avoidance of serious quarrels 
rather than toward further involvement. 
It is a hopeless task to collect a loan 
by a war! 

Our greatest tribulations will be due 
to our ignorance in foreign fields. 
Nearly every loan involves a decision 
as to which tendency within a country 
shall be supported, whether this loan 
will release domestic funds for arma- 
ments, whether the party in power 
should be strengthened, etc., ete. Since 
such decisions are implicit in every loan, 
the occasional newspaper advices that 
“Washington has let it be known that 
it does not look with favor upon such- 
and-such financing” are easily compre- 
hended. 

An example of political possibilities 
cropped out in the negotiations for the 
Belgian stabilization loan, when Ameri- 
can bankers suggested that a certain 
cut in expenditures to balance the budg- 
et would be advisable. Opposition 
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party leaders in Brussels immediately 
raised the cry of “foreign intervention,” 
“dollar domination,” ete. Since it is 
almost impossible to divest large loans 
of political significance, the remedy is 
not to decline loans, but to be sure they 
support the proper tendencies. 

Political consequences of foreign 
loans should be no more insuperable 
than economic effects—if we watch our 
step. 


D.—The Individual Investor and 


Foreign Loans 


For a while there were murmurs to 
the effect that the market for foreign 
bonds had gone stale. It was pointed 
out that flotations for the first six 
months of 1924 were only $550,000,- 
000 compared with $830,000,000 in the 
previous six months. As a matter of 
fact, the last half of 1924 made an ex- 
ceptional record, including Dawes Plan 
loans, and the total for six months of 
1925 was $172,000,000 ahead of th 
first six months of 1924. Moreover, the 
“staleness” was common to the whole 
bond market—a natural reaction from 
the flood of new securities and the tend- 
ency toward firmer interest rates. 

The American investor has done very 
well, in fact, far better than expected, 
in his reception of foreign issues. It 
has taken high yields to induce this 
favorable reception, but as soon as in- 
vestors learned that in many cases high 
yield connoted prejudice instead of high 
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risk, they began to overcome that preju- 
dice, with the resultant lowering of the 
yields. 

Even the small investor may con- 
servatively place a limited portion of 
his funds in strong foreign bonds, but 
there is danger of over-popularizing 
such issues in the same manner that 
real estate bonds have been overplayed. 
No investor can ever afford to omit 
careful scrutiny of each issue offered 
him, no matter how excellent the gen- 
eral type may be. 

Yet the real safety of the investor 
lies in the care of the issuing houses, 
for no individual can get at the inside 
situation back of most foreign issues. 
It is reported that Europe is infested 
with American adventurers who wander 
about promising loans and making bids 
in the hope that they may pick up an 
issue that will attract New York bank- 
ers—and line their own pockets with 
a fal commission. That way lies danger 
for the whole foreign security market. 


Hazards enough surround all security 
issues, so that investment houses have 
a particularly important duty to the 
public in adopting extra-rigid policies 
on foreign loans. After the temporary 
period of stabilizing exchanges and 
balancing budgets, only productive 
loans merit the patronage of our bank- 
ers—and “productive” should not be 
stretched into unrecognizable meanings. 

It has been demonstrated that the 
general policy of expanding foreign 
loans is beneficial to this country as a 
whole. It must be added that the en- 
tire program depends upon acceptance 
of such bonds by the individual investor. 
Mere common prudence should, then, 
warn bankers against “killing the 
goose” by floating poorly secured, un- 
economic issues. If proper precautions 
are taken, the guidance of investment 
funds into foreign channels may well 
usher in a period of broader service and 
greater prosperity for the United States 
of America. 
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Review of Countries 


Great Britain 


HERE is a fascination about super- 

latives and the financial trend in Great 
Britain during January offers two: one 
favorable, one unfavorable. On the one 
hand, there was the London Board of “Trade 
announcement that Britain’s adverse trade 
balance for 1925 was the greatest in its his- 
tory. On the other hand, sterling on Jan- 
uary 19 reached 4.861,—the highest point 
since 1914. 

The adverse trade balance for 1925 was, 
roughly, £395,000,000 as against £311,000,- 
000 in 1924. Imports increased £45,000,000 
and exports fell £23,000,000. Moreover, it 
became evident by the middle of January 
that the December trade reflected no modi- 
fication of 1925’s general tendency, for im- 
ports during December were the highest of 
any month in three years and the December 
adverse trade balance was, roughly, £13,- 
000,000 greater than that of the preceding 
month. 

The rise of sterling is considered as very 
favorably significant. London correspond- 
ence to the New York Times of January 
17 reported that “uneasiness concerning the 
monetary situation had been considerably 
relieved during the last week by the sub- 
stantial improvement which has taken place 
in the exchange market.” The general rise 
was attributed to seasonal influence and also 
to the exceptional position created by 
America’s large rubber imports. Any con- 
nection between sterling’s rise and the 
American visit of Montagu Norman, gov- 
ernor of the Bank of England, is discounted. 

On January 24, correspondence to the 
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same paper reported the London situation 
as follows: 


The outstanding feature of the financial 
markets during the week of January 18, 
was the strength in sterling. Rather curi- 
ously, this received little attention in the 
press, which usually is not slow to boom any- 
thing favorable that happens in the ex- 
change situation. Exchange market dealers, 
however, are fully alive to the position, 
while a glow of satisfaction spread almost 
throughout the stock market, where gilt- 
edged securities made a quite handsome 
response. 

On January 19 sterling touched $4.86, 
in this market. During last year’s recovery, 
immediately after return to the gold stand- 
ard, it reached $4.86-7/16, in May, which 
was the high point of the year. Exact 
records of sterling’s movements between the 
beginning and end of the war were not kept 
by most bankers, but it is generally agreed 
that the recent advance put sterling at the 
highest rate quoted since the third week 
of December, 1914. 


London Banking Tradition Broken 


According to New York investment 
bankers who keep in close touch with the 
international financial situation London 
bankers have broken with tradition in their 
competition for foreign loans. The New 
York Times summarizes this new develop- 
ment as follows: 


For generations, before the war, financial 
London had charted the world and its loan 
possibilities, and as the result of many years 
of work, certain big banks came to be iden- 
tified with the issues of certain countries. 
One house would float all the issues of 
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certain South American countries, another 
would concentrate, perhaps, on Scandina- 
vian nations, and business throughout the 
world would be apportioned on down the 
list. The big banks were careful never to 
invade one another’s territories, which led 
to stabilized conditions and the absence of 
competitive expenses, in the days when the 
bulk of the world’s financing went to the 
London market. 

One of the evidences of the new situation 
is furnished by competitive proposals now 
being made for a new loan to Peru which 
is to be floated soon in Europe. For more 
than forty years Peru has arranged its 
London loans through the banking house of 
J. Henry Schroder & Co. Proposals for 
the new loan have been made by the firm of 
N. M. Rothschild & Son, which for forty 
years has been the London banker for Chile. 

The present situation is particularly sur- 
prising to New York bankers because of the 
strong feeling that exists between Chile and 
Peru, which at times have been near war as 
a result of a boundary dispute. A New 
York house that has floated several Peru- 
vian loans in this market, has refrained from 
doing business in Chile, because of the situa- 
tion existing between the two counntries, and 
it is considered odd that the old-line bankers 
for Chile would seek Peruvian business. 


Virtually all foreign loaning was sus- 
pended in London during and after the war 
and it was only recently that the unofficial 
embargo was lifted and the resumption of 
activities sanctioned. The London business 
so far has not been large, though several 
issues have been floated, including participa- 
tion in a German potash loan of $40,000,000. 


British-American Co-operation Urged 


The importance of close co-operation be- 
tween Britain and America and the eco- 
nomic inter-dependence of both countries 
was stressed by Dr. H. Parker Willis, editor 
of the Journal of Commerce, at a dinner 
tendered him by the British Empire Cham- 
ber of Commerce. 

In expressing this belief Dr. Willis said, 
in part, as quoted by the Journal of 
Commerce: 


There is still much to be done in the di- 
rection of harmonizing and strengthening 
our banking systems themselves. The Fed- 
eral Reserve Act provides in one of its 
wisest sections for the creation of agencies 
of Federal Reserve Banks abroad author- 
ized to buy and sell paper growing out of 
American foreign trade. We have never 
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placed any of these agencies abroad (except 
a limited form of agency in Havana), but we 
might be of great service both to home and 
foreign business men were we to do so. I 
have felt peculiar gratification in the assist- 
ance which the Federal Reserve System, is 
today rendering not only to the Bank of 
England, but to the National Bank of Bel- 
gium and to the Reichsbank through the 
purchase of paper from them or by the ex- 
tension of credits in their favor. This is a 
first step toward something that was con- 
templated when the reserve act was written. 
It has been held in abeyance meantime, but 
it should be put into operation without 
delay. 

It will be well for American bankers and 
business men to surrender if thev have ever 
entertained the idea of complete indepen- 
dence of Great Britain, and equally well for 
British bankers to discontinue the attempt 
to restore pre-war conditions in international 
financing. What we want now is not inde- 
pendence on the part of either, but fair 
conditions of mutual dependence and mutual 
co-operation. The groundwork for these 
conditions undoubtedly should be laid by 
rectification of the debt funding agreement 





now in effect, to the end that we may give 
to Great Britain that position as a “most 
favored nation,” demand for which has 
always constituted a fundamental place in 
our own diplomatic practice. The second 
step will be found in the abolition of our 
own protective and discriminatory banking 
laws at the same time that like measures 
of repeal are resorted to in the various 
British dominions and colonies. The final 
step must come through joint action de- 
signed to bring about community of interest 
and identity of practice, both with regard 
to central banking and the use of commer- 
cial paper and credit instruments. 


British Suwper-Power Plans 


There seems to be no disposition in 
England to accept the verdict of decadence 
recently pronounced against that country. 
Instead of living on past economic glory 
England is busied with plans for future 
growth. Among these is a project for 
super-power development. 

Two years ago Lloyd George gave pub- 
licity to the studies of a commission along 
these lines. Announcement is now made 
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that the Government is planning a survey 
to determine the possibilities. 
The New York Times points out that: 


Since England has practically no water 
power, it must generate most of its elec- 
tricity by steam. All things being equal, 
water-generated electricity is cheaper. On 
the other hand, England’s coal deposits are 
so extensive and so well distributed that 
the country is under no handicap in this 
respect. All super-power plans for England 
have therefore embodied the idea of estab- 
lishing power plants as near as practicable 
to collieries. 

The greatest advantage in placing electric 
plants at mine pits lies in the possible 
economies in power distribution. Instead of 
sending coal over railways and through 
other and more complicated channels to the 
consumer, energy in the coal would be sent 
direct to market over transmission lines. 
Moreover, by placing electric plants at the 
heads of mine shafts, it would be possible to 
utilize coal of a quality too poor to be 
transported and sold in the usual way. Less 
spectacular, but equally important in the 
English plan is standardization. At present 
devices used in the generation, distribution 
and consumption of power in England are 
not standardized to the extent to which they 
have been in the United States. 


Germany 


XPERT testimony as to Germany’s 

financial condition was given by S. 
Parker Gilbert, Agent General for Repara- 
tions Payments, at a dinner tendered him 
by the Ceuncil on Foreign Relations in Jan- 
uary. To the 175 prominent business men 
and public officials who honored him, Mr. 
Gilbert said, in part, speaking of the Dawes 
Plan: 


So far as the operation of the plan up to 
this time is concerned, those charged with 
its administration have aattacked their task 
like the experts themselves, “as business 
men anxious to obtain results.” The plan 
itself is functioning smoothly. The two 
preliminary objects for which the experts 
were originally appointed have been at- 
tained. Germany now has a stable cur- 
rency and the German budget is balanced. 
These were the essential conditions of Ger- 
man economic recovery, as well as of repara- 
tion payments. The budget, in fact, has thus 
far shown a considerable surplus, even in the 
face of mounting expenditure. 

In the field of reparation payments the 
plan has also had notable results. The first 
annuity of 1,000,000,000 gold marks was all 
paid within the year, four-fifths out of the 
proceeds of the German external loan and 
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the balance by the German Railway Com- 
pany in the form of interest on its repara- 
tion bonds. In the second annuity year, 
over four months of which have now elapsed, 
the amount to be paid rises to 1,220,000,000 
of gold marks, and involves for the first 
time a charge on the German budget. These 
payments Germany is making each month 
with the utmost promptitude. At the same 
time she has co-operated helpfully in making 
arrangements for future payments that will 
facilitate the even flow of deliveries and 
payments to the creditor countries. The 
various creditor powers, on their parts, have 
been receiving reparation deliveries and 
payments regularly and in accordance with 
expectations. 

From the point of view of German re- 
construction, the plan has certainly marked 
the turning point in the recovery from the 
disorder and disorganization of inflation. 
The first year was regarded by the experts 
themselves as giving an opportunity for 
economic rehabilitation. Much progress has 
been made, but the readjustment is still in 
process. Many difficulties remain to be over- 
come. 

German business and industry are still 
greatly in need of working capital, and in 
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many fields face serious problems of reor- 
ganization. In some directions this has pro- 
duced conditions approaching crisis, but the 
present difficulties must be regarded as in- 
evitable accompaniments of the return to 
stable conditions. 

As to the ultimate possibilities of repara- 
tions under the plan, and the future of the 
reparation problem, it is too early to draw 
conclusions. The fact remains, however, that 
the plan has already succeeded in placing 
the whole problem on a new basis. The 
world has been able, for the first time in 
years, to stop talking about reparations, 
and to find out in a practicad way what the 
payments mean, and how far it is feasible 
in actual practice for reparations to be paid 
by Germany and transferred to the creditor 
powers. The best answer to speculations 
about the future is that the plan has within 
itself the seeds of growth and the flexibility 
that should make it feasible to keep pace 
with changing conditions. 

The experts emphasized in concluding 
their report that the reconstruction of Ger- 
many was not an end in itself, but was only 
part of the larger problem of the recon- 
struction of Europe. From this broader 
point of view, the plan has set an example 


of taking problems in their proper orcer 
and of moving step by step to the larger 
goal of reconstruction. By taking the re- 
paration problem out of the field of political 
controversy it has greatly helped in the 
creation of a better atmosphere in Europe 
and has contributed its part to the recent 
pacts of arbitration and security. 


Big German Steel Merger 


The outstanding industrial and financial 
development in Germany at the beginning 
of 1926 was the merger of seven large steel 
companies into a concern under the name 
United Steel Works. The seven merging 
companies were: 

The Thyssen group, the Gelsenkirchener 
Bergwerk, the Bochomer Verein, the 
Deutsch-Luxemburg group, the Phoenix- 
Wolff-Reinstahl group, the Van der Zypen 
Wissener concern and the _ Rhenische 
Stahlwerke. 

This merger represents, says the Journal 
of Commerce report from Essen, the pre- 
liminary step toward the formation of a 
gigantic German combine for the adjust- 
ment of raw products problems and for 
competition in the world’s markets with the 
United States steel interests and other in- 
ternational industrial alliances. The total 
capitalization of the seven merging com- 
panies is more than $150,000,000. 

American financial activity in connection 
with this mergar centers in Dillon, Read & 
Co. At the beginning of January there 
were rumors in Berlin financial circles that 
this American firm was promoting such a 
merger. At that time leading industrialists 
in Germany were quoted as saying such a 
development was “unthinkable.” By mid- 
January it became known that Dillon, Read 
& Co., were preparing the issuance of $25,- 
000,000 of securities in connection with the 
steel merger and that this firm had organ- 
ized a $15,000,000 corporation, in association 
with the Disconto-Gesellschaft and with 
Mendelssohn & Co. of Amsterdam. The pur- 
pose of this corporation is the extension 
of credits to German and other European 
corporations. 


American Purchase of German Bank Shares 


The month of January which witnessed 
favorable Senate action on America’s join- 
ing the World Court also saw additional 
business interest in European finance. On 
January 11, it was reported from Frank- 
fort that a group of stockholders in the 
Dresdner Bank had sold its holdings to 4 
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New York banking syndicate, headed by 
Lehman Brothers. The Vossische Zeitung 
of Berlin included Hallgarten & Co. in the 
transaction. 

The significance of this international 
financial activity was pointed out in a 
Journal of Commerce editorial under the 
heading, “International Bank Control:” 


News that a group of New York interests 
has purchased a large block of shares in the 
Dresdner Bank carries one step further 
the gradual development of an interlacing 
of bank interests which has been in progress 
for a long time past between Germany and 
the United States. Both in German and 
Austrian banks the control which is now 
exerted by American citizens or houses is 
very considerable. 

This kind of connection is, of course, ab- 
solutely essential if we are in fact expecting 
to continue the assumption of a prominent 
part in German financing. Most of the 
mistakes we have made thus far have been 
due to a lack of real knowledge of conditions 
as they exist there. We have not been well 
equipped either with credit information or 
with actual power to control or direct the 
Progress of banking in Germany. Control 
of the use of short term funds naturally 
goes hand in hand with the furnishing of 


long term investment funds. ‘This lays a 
much stronger foundation for American in- 
vestment than could otherwise be obtained. 
There is nothing that can ever eliminate the 
possible political hazards involved in the 
placing of capital on foreign soil but the 
economic hazards should be reduced so far 
as possible to a minimum. 


France 


HAT might be described as a first- 

of-the-year inventory of the French 
state of mind is contained in an Associated 
Press résumé of France’s economic situa- 
tion. This summary contains also a 
symposium of opinion from all walks of 
French life and shows the actual mood of 
the nation: 


France at the outset of the new year has 
the balance of foreign trade in her favor, 
is keeping 2,000,000 foreign workers, as well 
as her own 5,000,000 laborers and mechanics 
busy, paying them wages that make life 
easy for them and maintaining in circula- 
tion a mass of money that furnishes un- 
paralleled business activity throughout the 
country. 

That undisputed economic fact, in the 


279 














Banco di Sicilia Trust Company 
487 Broadway, New York 


Organized under the Laws of the State of New York 

GENERAL BANKING SERVICE 

FOREIGN EXCHANGE-COMMERCIAL AND TRAVELERS’ LETTERS OF CREDIT 
SPECIALLY EQUIPPED TO EXTEND BANKING SERVICE WITH ITALY 


Affiliated with Banco di Sicilia with Head Office in Palermo, Italy 
Fiscal Agents for the Royal Italian Treasury 


COMMERCIAL BANKING 

















opinion of financiers and business men, ac- 
counts for the patience with which “the 
average Frenchman” has suffered the irri- 
tating complications of politics and the 
vicissitudes of the financial situation. It 
also explains why the French people, not- 
withstanding the fact that the year-end has 
left the financial problems of the country 
in the air, greet 1926 with easy confidence. 

Looked at from the Government angle, a 
consistent and safe policy persistently fol- 
lowed will, and must, put French finance on 
a plane with the economic situation. 

“A budget that is balanced so that it will 
stay balanced, a sinking fund for debts that 
will be airtight against politics,” is the way 
M. Doumer, ex-Minister of Finance, ex- 
pressed the essentials of financial restora- 
tion and the stabilization of the france which 
may reasonably be hoped for and which 
should be the New Year’s wish uppermost 
in the French mind. 

“Confidence is the first essential,” in the 
opinion of M. Francois-Marsal, leader of 
the Nationalist wing of the opposition in 
Parliament. who adds: “fA national union 
truce in partisan quarrels and a united ef- 
fort by all classes will bring about that 
confidence.” . 


The leader of the Communists, the other 
wing of the opposition, thinks that a dicta- 
torship of workmen and peasants is the 
best thing the new year can bring. 

The real spirit of the common people of 
France, according to Lucien Besnard, 
dramatic author, one of the persons outside 
of political circles engaging in the crusade 
for the renovation of finances, is shown by 
the contributions of certain small towns. 

“My burg, Courtomer, with 800 inhabi- 
tants, counting women and children,” he 
instances, “comes forward with a free offer- 
ing of 100,000 francs for the sinking fund. 
The sacrifice is made cheerfully, without any 
other condition than that the fund be kept 
out of the hands of the politicians.” 

Martin Namy, one of the _ industrial 
leaders of North France who offered to 
pledge their properties as a basis for a 
movement to renovate French finances, says: 
“The offer made to the Government by the 
manufacturers has started the real producers 
of France on a line from which nothing 
can now distract them. The idea is con- 
tagious and has already caught the masses, 
as proved by the spontaneous gift of the 
modest people of Courtomer. A splendid 
mark has been set at the beginning of the 
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new year to other burgs, communes, towns 
and cities. All that is necessary to bring 
out in full the generous impulse of the 
people is the assurance that their sacrifice 
will not be in vain.” 


French Producers Apprehensive 


Notwithstanding the marked tone of 
optimism reflected in the opinions above 
quoted there is a dark side to the picture 
also, as shown by special correspondence to 
the Journal of Commerce from its Paris 
representative. The latter writes his paper 
that: 


The industrial situation causes serious ap- 
prehension at the present time. The indica- 
tions of a deficit in the export balance, the 
beginning of which was announced pre- 
viously continued during the month of 
October. Imports during that month 
reached the amount of 4,476,000,000 francs, 
while exports amounted only to 4,374,000,- 
000. A summary of the first ten months, 
taking quantities into consideration, shows 
that imports exceed exports by 14,419,000 
tons. 

Furthermore, the question is being much 
discussed in industrial circles whether ex- 
ports—considering the financial situation— 
do not constitute a capital loss, anyway. 
This means that the French exporters can- 
not on account of the high price of foreign 
exchange, procure for themselves new values 
at the price of their preceding sales. It is 
even said by experts who are basing their 
opinion on reliable calculations that French 
industry sells its labor and its material and 
liquidates the wealth of the nation in all its 
forms, at the present time at prices which 
are about one-half lower than at the begin- 
ning of the year 1924, and more than one- 
third lower than the world market prices. 
On the other hand, it has to restock at 
world market prices, which constitutes an 
evident loss. 

Another circumstance furthers _ this 
process: The French stocks of raw ma- 
terials can be renewed only with difficulty. 
In some industries, especially in the textile 
industry, exports increase faster than im- 
ports of raw materials. The statistics of 
foreign commerce indicate this movement 
very clearly. 

The main result of this is an increase 
in prices which continue their slow but un- 
alterable movement in France, and it ap- 
pears quite certain that the application of 
the new taxation will only strengthen this 
tendency. 


The French Debt to America 


One vivid viewpoint regarding France’s 
debt !o America was expressed in the Cham- 
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ber of Deputies by the Communist spokes- 
man Marcel Cachin, in a speech which, 
significantly, drew applause from all parties. 
The excerpt herewith quoted gives the gen- 
eral tenor of this much-discussed speech: 


Does the United States really require the 
75,000,000,000 francs they are asking us to 
pay? Every one knows they are almost 
suffocating beneath the weight of gold as if 
paralyzed by their own immense fortune. 
The country produces 60 per cent. of the 
cotton of the whole world and in 1923 man- 
ufactured 43,000,000 tons of steel, which 
represents a profit of four or five billion 
dollars. It produced 31,000,000 tons of pig 
iron, 600,000,000 tons of coal and three-fifths 
of the copper of the world. Its shipping 
tonnage has trebled since 1914. Its railroads 
represent a capital of $575,000,000,000. Its 
electrical industry is queen of the electrical 
industries of the world; in 1923 it sold $7,- 
000,000,000 worth of material. 

Since the war the United States has ab- 
sorbed 45 per cent. of the world’s gold. Her 
income equals two and a half times the in- 
comes of England, France, Germany and 
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Japan added together. That is American 
distress. 

In order to maintain the gold standard of 
the pound sterling the City of London for 
the first time has been forced to bow down 
before the magnates of Wall Street. When 
one speaks with the tone you are aware of 
to a country which is as financially worn out 
as ours, it is the duty of our Government to 
protest with energy and compare our infinite 
distress with the magnificent prosperity of 
the interlocutor. 

The United States is now accomplishing 
the ambition of-her financiers fifty years 
back—“We, the world’s granary, will become 
its workshop, but shall only be really vic- 
torious when we become its banker.” The 
United States has become our banker. With 
the Dawes Plan she has enslaved Germany. 
We ourselves are marching with big strides 
toward financial dependency to American 
capital. A typical example is Belgium, 
which shows that its Government and Par- 
liament are at the mercy of American 
financiers. 

Mention has been made of the success of 
Italy, who obtained favorable conditions for 
her debt and who increased the value of the 
lire. But we would like to know whether 
no secret conventions were signed, whether 
Italy is still mistress of her industrial and 
economic forces. Poland recently obtained 
a small loan of $35,000,000, but the contract 
stipulates that if within agreed periods 
Poland has not executed all its clauses her 
creditor will lay hands on her railroads and 
exploit them. 

To Norway the same language was spoken 
in regard to her telephone. As for France, 
Morgan’s bank helped her in 1924, but when 
the United States again aids us, will she not 
try to obtain certain guarantees? Will not 
we, too, feel the yoke of Wall Street? 
Already a certain section of the press tells 
us to utilize the state monopolies and advises 
the sale of tobacco to a company “which 
will give you billions.” 

We (the Communists) do not agree to 
deliver into the hands of American finan- 
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ciers part of our public fortune. We do not 
desire that to the exploitation of French 
capitalism, which is already hard enough, 
there be added the exploitation of a capital- 
ism with whose methods we are familiar. 
One exploitation more than suffices us. 

We do not desire to see part of our riches 
fall into the hands of foreign capitalists. 
The working and peasant classes of this 
country will never accept the additional 
sacrifices imposed during sixty-two years in 
order to give American industrialists, whose 
methods we know, those 150,000,000,000 
asked of us today. 


In an editorial captioned “As Others See 
Us,” the New York Times commented on 
this speech in these words: 


Marcel Cachin is only, of course, the 
leader of the small Communist group in the 
French Chamber. But it is noteworthy and 
ominous that his violent attack upon the 
policy of the United States, in the matter of 
war debts and of disarmament, was not in- 
terrupted, and was even applauded by 
representatives of all political parties 
present in the Palais Bourbon. His words 
were not measured, and some of his facts, 
as telegraphed, would require no little cor- 
rection, but it is the spirit of his speech 
that is significant. He arraigned this coun- 
try for being both sordid and harsh in 
pressing European nations for payment, and 
pointed out the various steps by which it 
would seem that the United States had set 
about to “reduce the rest of the world to a 
state of financial slavery.” One point -in 
Cachin’s indictment was that only those 
countries which settled with the Treasury 
could hope to get a loan on favorable terms 
from American financiers. .. . 

The Cachin outburst in the French Par- 
liament is a distinct warning to America 
that we must walk warily and assume a 
generous attitude if we are to hope to retain 
the good opinion and the friendly feeling 
of foreigners who sometimes see us in a 
clearer perspective than we do ourselves 
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Italy 


N January 14, the day before the House 

of Representatives ratified the Ameri- 
can-Italian debt arrangement by a vote of 
257-133, the representatives of Italy and 
England met in London to discuss settle- 
ment of the Italian debt to Britain. On 
January 26 the negotiations were success- 
fully concluded. 

Count Volpi, the head of the Italian Debt 
Commission, was successful in gaining three 
points, according to the diplomatic corre- 
spondent of the London Telegraph. ‘These 
were: (1) a partial moratorium over the 
first years; (2) a low basic annuity, lower 
absolutely as well as proportionately than 
the basic Italian annuity to America; (3) 
a taking into account by Britain of the 
Italian gold deposit of £22,000,000 and the 
interest it is assumed to be deriving there- 
from 

The British journalistic comments, upon 
publication of the debt terms, saw in the 
arranyement “a bitter pill” and the settle- 
ment was widely described as a political 
rather than a financial settlement. The can- 


cellation by Britain of six-sevenths of the 
Italian debt caused caustic comment in many 
quarters and Churchill, negotiator for 
England, was much criticized. 

Premier Mussolini praised the settlement 
and was quoted as predicting that it would 
lead to “an even greater Italo-English cor- 
diality.” 


Italian Economic Progress 


The London Times, reviewing Italy’s 
1925 progress, summarized the situation as 
follows: 


Few countries in Europe have a better 
record of progress to show in the year 1925 
than Italy, and everyone interested in eco- 
nomic reconstruction must congratulate the 
Italian people on their commendable achieve- 
ments. The budget for 1924-25, for instance, 
closed with a surplus of 417,000,000 lire, 
which is double the original estimate and the 
highest surplus ever obtained since the 
formation of the Italian kingdom. In the 
current financial year the progress made has 
been even more conspicuous, the first four 
months disclosing a surplus of 185,000,000 
lire, against deficit of 208,000,000 lire for the 
corresponding period last year. Unemploy- 
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ment has been reduced by about 25 per 
cent. in the last year. Further, Italy’s 
economic future has been brightened by the 
fact that the harvest this year was well 
above the average, and will serve to offset 
the harvest deficiencies of 1924, which com- 
pelled the importation of large quantities 
of cereals, payment for which had for a 
time a depressing effect upon the exchange. 
It is true that the revealed adverse trade 
balance, which diminished in 1924, has in- 
creased in the last year. For the first ten 
months the excess of imports was 6,927,- 
000,000 lire, against 4,125,000,000 lire in the 
same period of last year. But Italy, of 
course, derives a very large income from the 
remittances of emigrants and the spendings 
of tourists, and when allowance is made for 
these invisible exports there is no doubt 
that with a normal harvest she enjoys a 
favorable trade balance. 

The progress noted for 1925 continues into 
the beginning of 1926 as shown by the excess 
of public revenues over and above all esti- 
mates. From January indications the 
budget surplus for the full fiscal year will 
exceed 600,000,000 lira—which would be 
200,000,000 more than the preceding year. 


Poland 


OLAND’S financial condition is improv- 

ing. Authority for this statement is 
Dr. Kemmerer, noted economist, who went 
to Poland in December 1925, as financial ad- 
viser, at the invitation of the Polish Gov- 
ernment. 

Last fall when Poland’s finances were in 
critical shape the London Times expressed 
its belief that the trouble arose “from 
failure properly to control the expansion of 
credit by banks and institutions other than 
the Polski Bank.” That paper then pre- 
dicted that external assistance would have to 
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be obtained sooner or later 
should involve a temporary 
control.” 

This prediction has been confirmed by the 
appointment of Dr. Kemmerer as financial 
adviser and by the extension of external 
credits by American and English banks. 


“even though it 
measure of 


Dr. Kemmerer’s Analysis 


After a month’s residence in Poland Dr. 
Kemmerer reported himself as far more 
optimistic over Poland’s financial outlook 
than he was on his arrival. In a cabled 
report to Dillon, Read & Co., New York, 
Dr. Kemmerer said, in part: 


In 1924 and 1925 the Polish people over- 
estimated their strength. Their ambitions 
were laudable, but they tried to do too much 
in a short time. ‘There came the bad crops 
of last year, and the people remembering 
vividly the disasters of the long inflation 
period of the years immediately preceding, 
became nervous, lost confidence in the sta- 
bility of the recently stabilized zloty, and 
plunged into a condition of what in America 
would be called a financial panic; and yet, 
aside from the disturbances to trade arising 
out of the controversy with Germany, there 
have been, during this period of crisis and 
subsequent depression, no unfavorable 
changes in the fundamental economic condi- 
tions of the country. 

Last year’s crops were good. For the last 
three months the country has had a strongly 
favorable trade balance which gives promise 
of continuing. The gold value of the zloty 
has been tending strongly upward since the 
low point of 10.50 to the dollar in the first 
part of December 1925. The purchasing 
power of the paper zloty in Poland is today 
relatively high as compared with its external 
pure hasing power. 

The Government’s general policy so far 
announced and adopted of meeting the 
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financial situation, I believe is eminently 
wise. The Government has cut its budget of 
expenditures for 1926 by approximately 
500,000,000 zlotys, er about 25 per cent., as 
compared with the actual expenditures of 
1925 and with the country’s excellent system 
of monthly budgeting, there is good pros- 
pect for a balanced budget for the present 
year. 

The Bank of Poland reserve requirements 
are in my judgment altogether too rigid. 
A reserve is to be used and not merely to be 
looked at and this is particularly true in 
time of emergency. I believe that it will be 
desirable when conditions become more 
Stable to revise in several respects the pres- 
ent statutes governing the Bank of Poland 
and in particular the provisions concerning 
reserve requirements. 

Under the vigorous policy of retrench- 
ment in public expenditures recently adopt- 
ed by the Government, financial conditions 
in Poland are improving. The prospects, 
therefore, seem good that Poland’s financial 
credit, both at home and abroad, will im- 
prove as the Government’s present financial 
program is carried through. Improved 
credit based on sound financial progress 
means facilities for obtaining foreign loans, 


both Government and private, which Poland 
needs for her economic advancement. 


Polish Loan on Tobacco Monopoly 


Among the financial measures that have 
been considered for rehabilitation of French 
finances the leasing of the French tobacco 
monopoly has been one. Poland has defi- 
nitely acted on this plan and negotiations 
for a loan estimated between $25,000,000 and 
$50,000,000, have been based on the leasing 
of the Polish tobacco monopoly. 

The Bankers Trust Company, Kuhn, Loeb 
& Co., and the Chase National Bank, all of 
New York, in co-operation with the Ameri- 
can Tobacco Company are behind the loan 
project. The tobacco monopoly is said to 
have yielded around $32,000,000 annually. 

Poland’s monopolies include rich proper- 
ties and it was decided to make use of them 
when measures were necessary a year ago to 
stabilize exchange and increase gold re- 
serves. In recent months the country has 
shown marked progress. Early last year 
$35,000,000 of Polish Government bonds, 
part of an authorized issue of $50,000,000, 
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were floated in this market by Dillon, Read 
& Co. 


Bank of Poland Under Foreign Control 


Finance Minister Zdzieckowski has de- 
clared in a statement that the negotiations 
between an American banking group and 
the Bank of Poland have come to a satis- 
factory close, the American group giving a 
large credit to the bank secured by a lease 
of the Polish tobacco monopoly. The Ameri- 
can banking group is headed by the 
Bankers Trust Company, New York. At 
the same time the Bank of Poland accord- 
ing to Polish newspapers, was forced to 
give up the majority of its common stock 
to English and American banking groups. 
Newspapers point out that this means that 
the official bank of Poland is now under 
foreign control. The Bank of Poland did 
not make public the name of the English 
and American banks that have the contro] 
over the majority of the bank’s shares. 


Belgium 


ELGIUM’S efforts to gain 

stabilization are attracting 
able attention, especially in the financial 
centers of Europe. A special survey of this 
Belgian activity appeared recently in suc- 
cessive issues of the Wall Street Journal 
and from that paper the following is taken: 


currency 
consider- 


Finance Minister Janssen has based his 
Belgian currency stabilization plan on four 
measures, all of equal importance in uphold- 
ing the structure. They are: (1) balanced 
1926 budget, adding 500,000,000 francs to 
the nation’s tax bill; (2) ratification of the 
Washington debt agreement; (3) $150,000,- 
000 stabilization loan; (4) revision of 
statutes of the National Bank of Belgium. 
The first three suffer in popularity because 
they add to the nation’s fiscal burdens. 
Number four is a happy surprise to the 
public, since it uncovers important sources 
of revenue with nobody the worse off for 
them except perhaps a few public spirited 
shareholders. 

Under the proposed bill, the National 
Bank of Belgium will increase its capital 
from 50,000,000 francs to 200,000,000 francs, 
by (1) transferring to capital account 50,- 
000,000 francs of its present reserves; (2) 
by revaluation of property to the extent of 
50,000,000 francs, and (3) by issue of 50,000 
new shares at 1500 francs each, the premium 
of 25,000,000 francs going to constitute a 
new reserve. Such reorganization merely 
places the bank in line with Belgian cor- 
porations which long ago took account of 
the depreciation of the franc. 

Present stockholders of the bank will re- 
ceive three new shares for one old share, 
currently quoted on the Brussels boerse 
around 5500 francs. Newly created shares 
for subscription will be inscribed and will 
be reserved for such public organizations as 
the National Savings Bank, the Communal 
Credit Bank, the National Widows and 
Orphans Fund, etc. They may not be trans- 
ferred without permission of the bank’s di- 
rectors. 

Present reserves of the National Bank of 
Belgium are listed: 


Francs 
eo 13,853,000 
30,223,000 
ae 91,337,000 


ce, _ ERO O EE 
Silver and coins 


The bill under consideration will multiply 
gold and exchange reserves by a coefficient 
in relation to the stabilization point, pre- 
sumably four. In the third term of the re- 
serve, silver amounts to about 60,000,000 
francs nominal value, and bank authorities 
believe sale of this metal will net them 
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30,000,000 francs in gold, or about 120,000,- 
000 frances under the new valuation. After 
reorganization, total reserves of the national 
bank will thus approximate 1,400,000,000 
francs—the difference between which and 
the old reserve must, however, be credited 
to account of the State in reimbursement 
of a corresponding amount—969,510,000 
francs—of bank advances. This operation 
amounts to an equivalent loss to stock- 
holders of net assets of the organization, 
which they are, apparently, willing to bear 
in exchange for prolongation of the charter. 


Belgium Withdraws from Monetary Union 


Belgium’s announcement at the beginning 
of the year of her withdrawal from the 
Latin Monetary Union attracted consider- 
able attention, particularly because of the 
relationship that has existed between the 
Belgian and French currencies. 

The significance of Belgium’s decision is 
commented on by the Journal of Commerce 
in the following editorial: 


Belgium’s resolve to withdraw from the 
Latin Monetary Union at the end of the 
present year is one of those “symbolic ges- 
tures” which Europeans delight to make and 





love to talk about. The announcement has 
no immediate practical significance, but it 
affords fresh evidence of Belgium’s desire 
to eliminate the outlived vestiges of the 
once intimate bonds that existed between 
the French and Belgian currencies. 

Although the war-time inflation with its 
paper currencies suspended the operation of 
the monetary union, the Belgian frene cen- 
tinued until very recently to follow the 
fortunes of the French currency. With 
Belgian stabilization definitely in prospect 
and the French financial position steadily 
deteriorating the connection between the 
two currencies, which for a considerable time 
depended upon psychological as well as 
material factors, has been completely sev- 
ered. For the time being the Belgians are 
eager to emphasize the fact. It enhances 
their credit with the outside world. 

In any case, the Latin Monetary Union 
is an outworn piece of machinery as it 
stands. The nations which were a party to 
it will be forced to stabilize their currencies 
at widely varying rates and their valuation 
units will be correspondingly different. 
}iventually the need for some sort of in- 
ternational standardization and interchange 
of these heterogenous currencies will again 
be regarded as imperative. Agreement 
must, however, wait upon the execution of 
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currency reforms and when the time comes 1925 1924 
to establish another monetary union in £ £ 
Europe it will necessarily difter in scope ye Mane POLS RAMI: ere eyed 


and vary widely in detail from the super- 
seded arrangement of pre-war days. 
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International Banking Notes 


The statement of the Westminster Bank 
Limited, London, for the year ended De- 
cember 31, 1925, shows a net profit, after 
providing for all expenses and including 
the sum of £594,095 brought forward from 
previous account, of £2,799,488. Of this 
amount dividends at the rate of 20 per cent. 
on the £20 shares, and 121% per cent. on the 
£1 shares absorbed £1,319,045. The sum of 
£150,000 was transferred to bank premises 
account, £100,000 to contingent fund, and 
£200,000 to officers’ pension fund. The sum 
of £572,878 was set aside to provide for the 
allotment of holders of £20 shares on the 
register on February 11, 1926, one fully 
paid £1 share (ranking for dividend with 
the existing £1 share as of December 31, 
1925), in respect of every five £20 shares 
held, and to make in the case of fractions 
a payment of 10s in respect to each fraction 
of 1/5 of a £1 share, also to add to the 
reserve fund a sum equal to the nominal 
capital of the shares to be allotted, £268,439. 
The balance of £457,565 has been carried 
forward to next account. 

A comparative statement of net profit 
follows: 








2,799,487 2,581,981 
1,319,045 1,287,886 


Total available ................. 
POBVERORGD: occcccccsticccess- 
(20 per cent. on £20 sh: ares) 
(12% per cent. on £1 shares) 


Bank premises account . ‘ 150,000 100,000 
Re-building account .......... _ Nil 300,000 
Contingent fund ............. ... 100,000 200,000 
Officers’ pension fund ..... 200,000 100,000 


Provision for the allottment 
of £1 fully-paid shares, of 
fractional payments in cash, 
and addition to reserve 
ES  ciiciiatenisaiipnntiniernscsseninpadabenniqgrans 5 

COPTIOR TOP WGGE  nccccccccscisencccscccen 45 


2,799,487 2,581,981 


78 Nil 
4 594,095 





The seventy-fifth report of the Royal 
Bank of Australia, Limited, Melbourne, 
Victoria, for the haif-year ended September 
31, 1925, shows a net profit of £48,170. This 
sum has been disposed of as follows: 


To a dividend at the rate of 10 per cent. 
ST III sosiecicttenacesennicisinscnsdcnerenteiunanpsianicbentonesie’ 37,500 
To reserve fund (bringing it to £630,- 
QOD cecccnctncinticnnctesicenssscenscqnenenensninseccenscememnapancetinns 10,000 
Carried forward to next account (making 
with the amount brought forward from 
previous half year a total of £32,567) 670 
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The statement of Lloyds Bank Limited, 
London, for the year ended December 31, 
1925, shows a net profit, after providing for 
all expenses, and including £516,351 brought 
forward from previous account, of £3,085,- 
717. Out of this amount an interim dividend 
at the rate of 1s. 8d. per share, being at the 
rate of 16-2/3 per cent. per annum, W%s 
paid for the half-year ended June 30, 
amounting. less income tax, to £943.225. ‘rhe 
sum of £400,000 has been placed to staff 
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superannuation fund, and £250,000 has 
been allotted to bank premises account. Out 
of the balance of £1,492,492 a dividend at 
the same rate as above has been declared 
for the final half-year, amounting, less in- 
come tax, to £958,197 and leaving £534,295 
to be carried forward to next account. 

A comparative statement of net profit 
follows: 





1925 1924 

£ £ 
ROUND acesishneetianiel Retina aati taal uae 2,569,366 2,468,934 
Brought forward) .....-..ccccccccrccccsse 516,351 503,923 
DOOR] GWRUNIED gcsinccccncencoseccsscessat 3,085,717 2,972,857 


Dividend (16-2/3 per cent.)......1,901,422 1,856,506 
Staff superannuation fund.. 400,000 250,000 
Staff widows’ and orphans’ 

NUE sepiccabicdduioanttanenans ssctetienss Se 100,000 
Bank premises account ... ... 250,000 250,000 
Carried forward ........................ 534,295 516,351 

(Note): On this occasion the bank’s contribu- 
tion to the staff widows’ and orphans’ fund has 
been made before arriving at profits. 


Illness has compelled the retirement of 
W. W. Paine from the position of joint gen- 
eral manager of the bank. At the annual 
meeting of the bank’s directors Mr. Paine 
was elected to a seat on the board. 
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The statement of Barclays Bank Limited, 
London, for the year ended December 31, 





1925, shows a net profit, after providing 
for all expenses, and including the sum 
of £520,536 brought forward from previ- 
ous account, of £2,810,372. This sum has 
been disposed of as follows: 


£ 
To contingency account ..............-.0-.-sccceeeee-+- 500,000 
To reduction of premises account.. ....150,000 





To interim dividend paid August 1, 1925, 

at the rate of 10 per cent. per annum 

on the “A” shares of £4 each fully paid, 

and 14 per cent. per annum on the 

“B” and “C” shares of £1 each fully 

Oe $05,501 
To a final dividend at the rate of 10 

per cent. per annum on the “A” shares 

of £4 each fully paid and 14 per cent. 

per annum on the “‘B” and “‘C” shares 

of £1 each fully paid, less income tax....818,287 
Carried forward to next account................ 536,584 


The reserve fund of the bank has been 
increased to £9,250,000 by the transfer of 
£1,000,000 out of profits realized on in- 
vestments. During the year 1925 the for- 
eign and colonial business of Barclays 
Bank Limited was extended through the 
Colonial Bank which has been incorporated 
by an Act of Parliament and has changed 
its name to Barclays Bank (Dominion, Colo- 
nial and Overseas) This latter bank has 
acquired the business of the Anglo- 
Egyptian Bank Limited, and arrangements 
are being brought to conclusion for the 
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branch at Caguas. 
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inclusion of the business of the National 
Bank of South Africa Limited. 

A bank registered under Italian law as 
a Societa Anonima Italiana has also been 
established in Rome under the title of 
Barclays Bank S. A. I. 

Edmund H. Parker has retired from the 
office of vice-chairman of the bank but re- 
tains his seat at the board and will con- 
tinue to act as director at Cambridge. W. 
Favill Tuke has retired from the position 
of general manager of the bank and has 
been elected vice-chairman of the board, 
succeeding Mr. Parker. Frederick William 
Griggs and Henry Thomas Mitchell have 
been appointed additional general managers 
and Percy C. Harte has been appointed 
treasurer of the bank. 
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The statement of the Ionian Bank 
Limited, Indon, for the year ended 
August 31, 1925, shows a net profit, after 
providing for all expenses and_ including 
a balance of £12,640 brought forward from 
previous account, of £82,039. Out of this 
amount an interim dividend for the year 
at the rate of 3s. per share was paid June 
2, 1925 absorbing £14,567. The amount re- 
maining, £67,472, has been disposed of as 
follows: 


To a final dividend for the year 1925 at 


the rate Of 3B per BSMATC ..........000..cccccccsccsee 14,567 
To a bonus at 28 per ShAre ...........cccccesceee--eeee 9,711 
Transferred to reserve fund, bringing the 

Pear 30,000 
Carried forward to next account ............... 13,193 


The bank premises account was increased 
during the year to £155,186 by the pur- 
chase of a building on a plot of land in 
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Athens, Greece for the further development 
of that office, by the purchase of a building 
plot in Salonica and by the erection of new 
premises at Candia. The sum of £10,000, 
standing to credit of premises redemption 
fund, has been applied to writing down 
bank premises account, which now stands 
at £145,186. 

Directors of the Ionian Bank Limited 
have recommended the increase of the capi- 
tal of the company to £1,000,000 by the 
creation of 80,000 new shares of £5 each, 
but it is not the intention of the directors 
to make any immediate new issue. 


© 


The statement of the District Bank 
Limited, Manchester, for the year ended 
December 31, 1925, shows a net profit, after 
providing for all expenses and including the 
amount of £309,313 brought forward from 
previous account, of £768,306. Out of this 
amount an interim dividend at the rate 
of 18-1/3 per cent. per annum has been 
paid for the year ended June 380, 1925 ab- 
sorbing £173,800. A dividend for the final 
half-year at the same rate has been recom- 
mended absorbing the further sum of £173,- 
800 and leaving a balance of £420,706 which 


has been disposed of as follows: 
£ 


To pensions and annuity fund ............ ..-- 40,000 

nt... st ees : “ -100,000 

Carried forward to next account................280,706 
© 


The statement of the Commercial Bank 
of Scotland Limited, Edinburgh, for the 
year ended October 31, 1925, shows a net 
profit, after providing for all expenses, 
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and including the sum of £72,587 brought 
forward from previous account, of £407,- 
484. Out of this amount the payment of 
a half-yearly dividend on the “A” shares 
at the rate of 16 per cent. per annum, less 
income tax, absorbed £77,868 and a dividend 
on the “B” shares at the rate of 10 per 
cent. per annum, absorbed £19,467. The 
balance remaining has been disposed of as 
follows: 





£ 
To a dividend for the final half-year on 

the “A shares at the rate of 16 per 

cent. per annum, less income tax............ 80,000 
To a dividend on the “B” shares at the 

rate of 10 per cent. per annum, less in- 

SE IUD cicunrcemstininieinnismnsientabonigemnpaiacabsieee 
To reserve fund ........... 50,000 
To officers’ pension fund .........-...-..0---0-0---- -.35,000 
To reduction of bank premises .. ..---50,000 
Carried forward to next account 75,148 





© 


In the November, 1925 issue of THe 
Bankers MaGAzIneE, on page 777, there ap- 
peared a statement to the effect that the 
Anglo-American Securities Corporation of 
New York was affiliated with the Anglo- 
American Bank of Greece. This statement 
is erroneous. The Anglo-American Securi- 
ties Corporation is not, and never was, an 
affiliated company of the Anglo-American 


Bank of Greece, but is an entirely inde- 
pendent organization. 


© 

The statement of the Munster and 
Leinster Bank Limited, Cork, for the half- 
year ended December 31, 1925, shows a net 
profit, after providing for all expenses and 
including the sum of £47,030 brought for- 
ward from previous account, of £140,441. 
This sum has been disposed of as follows: 





£ 
To payment of a half-yearly dividend at 
the rate of 18 per cent. per annum, free 
of income tax ....45,000 
SG Se ‘ 35,000 
To reduction of premises account 10,000 
Carried forward to next account --..50,441 


© 

The statement of the Bank of Liverpool 
and Martins Limited, Liverpool, for the year 
ended December 31, 1925, shows a net profit, 
after providing for all expenses and in- 
cluding the balance of £141,862 brought 
forward from previous account, of £714,178. 
This sum has been disposed of as follows: 


£ 
De SOOT TD BUG crccrreececsmsesssetznsizemcssscsememescse 150,000 
To bank premises account ...................--0-- 50,000 


To payment of two half-yearly dividends 
at the rate of 8 per cent. per annum 
(making 16 per cent. for the year)........375,822 
Carried forward to next account ................ 138,356 




















to) UNDERWOOD @&@ UNDERWOOD 
SYDNEY HENRY LOGAN 
New general manager Canadian Bank of Commerce, Toronto, Canada 


Commerce, Toronto, stepping out of the general manager- 

ship, Sydney H. Logan has been appointed to that position. 
Since the death of Sir Edmund Walker, Sir John has been carry- 
ing the responsibilities of both positions. Mr. Logan has been 
holding the position of first agent of the bank in New York City. 
He is a native of Nova Scotia, born April 24, 1881, and educated 
at the Springhill high school. He entered the service of the 
Halifax Banking Company at Springhill, N. S., on August 10, 
8¢ and was with that bank when it was amalgamated with 
the Canadian Bank of Commerce in 1903. He thus entered the 
service of the Canadian Bank of Commerce on June 1, 1903, as 
teller at the New Glasgow branch. Immediately after the amal- 
gamation he was moved to Wiarton, Ontario, as accountant. 
In September 1905, he was sent to the Cobalt branch, of which 
he was subsequently appointed manager. In 1909, he opened 
branches at Gowganda and other mining centers, afterwards re- 
turning to Cobalt, remaining there as manager until August 1913, 
when he was moved to St. John’s Newfoundland. In 1917, he was 
placed in charge of the foreign business of the bank at head 
office and for practically three years traveled a great part of 
the world in the interest of the bank. He visited Australia, New 
Zealand, China, Japan, South America and continental Europe, 
and in November 1923, he was sent to New York as first agent. 
Mr. Logan is the third general manager to be chosen from the 
New York agency, Sir Edmund Walker and Alexander Laird 
being the other two. 


Wi to: Sir John Aird, president of the Canadian Bank of 


























Is the New McFadden Bill Fair to 





State Banks ? 
By J. F. Sartori 


President Security Trust and Savings Bank, Los Angeles 


N the December number of THE 
t BaNKERS MaGazine, Congressman L. ‘TI’. 

McFadden, Chairman of the House 
Committee on Banking and Currency, re- 
newed his advocacy of the new McFadden 
Bill. It seems worth while to subject to 
analysis certain of the views therein ex- 
pressed. 

So far as state banks are concerned, they 
are primarily interested in Section 9 of the 
bill, which would restrict future branches 
of state bank members to the city of the 
head office. With respect to those pro- 
visions of the bill which have in mind the 
extension of the powers of national banks, 
I believe nowhere in the record is there 
any evidence that the state banks have op- 
posed the granting to national banks of 
rights which will put them more nearly on 
a basis of equality in competition with state 
bank members. State banks do not object 
to the extension of the charters of national 
banks nor to a proper extension of the right 
of national banks to lend on real estate nor 
to legalization of the investment business 
which has long been carried on by national 
banks. 

Judged from the standpoint of their own 
experience in lending on real estate, there 
may be some question as to whether or not 
the provisions of the McFadden Bill are 
properly drawn, but that is a question for 
the national banks to determine for them- 
selves. A more thoroughgoing recognition 
of the fact that national banks are -no 
longer purely commercial banks and that 
savings deposits in national banks are not 
and should not be payable upon demand, 
and therefore may be safely loaned in a 
large measure on real estate, is a distinct 
advantage over the present situation. If 
there were a complete segregation of the 
Savings deposits from commercial deposits 
and the granting of a first lien to the 
Savings depositors upon the segregated 


assets of this savings department, there 
would be a far better protection to the 
Savings depositors. 

Considerable opposition developed at the 
last session of Congress to those sections 





of the bill dealing with the increased lend- 
ing power of national banks, and that same 
opposition may be expected to develop 
again, as the new McFadden Bill contains 
substantially the provisions of the original 
McFadden Bill. 

So far as the branch banking provisions 
of the bill are concerned, there is no ob- 
jection on the part of state banks engaged 
in branch banking to that part of Section 
8 which would grant to national banks the 
right to have city branches. There may 
well be a question as to the wisdom of at- 
tempting to limit the branch banking rights 
of national banks in the future to those 
states which at the time of the passage 
of the act permit state banks to have 
branches, but this again is a concern of 
the national banks rather than of the state 
banks. State banks, however, do object to 
Section 9 of the bill, which would limit 
state bank members to city branches, even 
in those states which permit statewide 
branch banking. 


The Opposition to Section 9 


Mr. McFadden alleges in his article that 
the opposition to Section 9 “comes from a 
small group of state branch banking sys- 
tems and their sympathizers.” There are 
eight states in the United States which 
permit statewide branch banking and the 
opposition of the state bank members in 
these states can scarcely be properly char- 
acterized as “small.” Moreover the Fed- 
eral Reserve Board has at last taken a 
positive stand: with respect to Section 9 
and other sections of the bill, has de- 
manded hearings and is reported to have 
in mind the introduction of amendments 
on the floor of the House, if satisfactory 
amendments cannot be secured before the 
House Committee. 

At the last session of Congress the Na- 
tional Association of State Bank Super- 
visors took a very active part in opposing 
the McFadden Bill and this opposition has 
been renewed against the branch banking 
provisions of the new McFadden Bill. This 
association realizes fully the menace to the 
integrity of the state banking systems in- 
volved in Section 9 of the bill. Practically 
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all the state bank members joined the 
Federal Reserve System since the adoption 
of that part of Section 9 of the Federal 
Reserve Act which assures to state bank 
members the exercise of their statutory 
and charter rights. The purpose of Section 
9 is to take away from certain state bank 
members the right to exercise one of their 
statutory and charter rights. It is quite 
clear that if Congress, in order to aid 
the national banking system, may limit 
the statutory and charter rights of certain 
state bank members, and a precedent is 
set in doing so through Section 9, there 
is no real security for state banks that are 
members of the Federal Reserve System. 
The questions raised by the McFadden Bill 
have gone far beyond the narrow limits of 
a few statewide branch banking systems 
and have involved potentially the more than 
20,000 state banks in the country. 

Congressman McFadden bespeaks sup- 
port for his bill on the ground that it is 
an emergency measure, and on this ground 
seeks to counter the growing sentiment in 
behalf of a thoroughgoing investigation of 
our banking system. He admits that his 
bill is not based upon a scientific study 
of the needs of our banking system, but 
urges its passage on the ground of the 
need of saving the national banking sys- 
tem. 


Does the Emergency Justify the Remedy? 


Senator Glass, a member of the Senate 
Committee on Banking and Currency and 
admittedly one of the best informed men 
in Congress on banking subjects, effectively 
answered this cry for hurried legislation 
when he declared last winter at the hear- 
ings before the Senate Committee that he 
had been hearing this same cry for many 
years past. There is no real emergency 
which can call for an action by Congress 
so unjust to state bank members as is 
Section 9. Mr. McFadden himself discloses 
the weakness of this position, so far as 
Section 9 is concerned, when he says that 
“the emergency which the national banks, 
as a system, face today is due to lack of 
the charter powers to meet the require- 
ments of modern economic conditions in 
industry and commerce.” Section 9 cer- 
tainly does not add anything to the charter 
powers of national banks. In no way does 
it supply the deficiency under which na- 
tional banks are laboring, but it does con- 
template taking away from state member 
banks a right assured to them under the 
Federal Reserve Act when they became 
members, a right which does enable them 
“to meet the requirements of modern eco- 
nomic conditions in industry and commerce.” 
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Does Section 9 Remedy the Situation 


If national banks are converting into state 
banks because of the branch banking rights 
enjoyed by state banks, Section 9 will not 
remedy the situation in the eight states 
where statewide branch banking prevails. 
In the first place, the grant to national 
banks in those states of the right to have 
city branches will not equalize the competi- 
tion because a number of the state bank 
members of the Federal Reserve System 
in those states already have widely ex- 
tended branch banking systems and they 
will be permitted to retain their present 
branches. Section 9, therefore, is not only / 
unjust in changing the fundamental con- 
ditions under which these state banks be- 
came members of the Federal Reserve Sys- 
tem, but it will also prove futile in bringing 
about an equality of competition whereby 
the national banks would be protected. In 
California, for example, there are state 
banks engaged in branch banking, not mem- 
bers of the Federal Reserve System, with 
total resources of approximately $750,000,- 
000. Should Section 9 become law these 
banks will see a golden opportunity for 
themselves to extend their branch banking 
operations throughout the state, unhamp- 
ered by the McFadden Bill, while their 
competitors, both national bank and state 
bank members, will be limited in their fu- 
ture branch banking operations to the cities. 
If this sort of competition has been forc- 
ing national banks to convert into state 
banks, it may reasonably be supposed that 
it will force state bank members to with- 
draw from the Federal Reserve System. 
The net result will be to increase the com-~ 
petition for national banks, to weaken the 
Federal Reserve System through the with- 
drawal of state member banks engaged in 
branch banking, and to discourage other 
state banks, whether engaged in branch 
banking or not, from joining the system. 

For more than two years the McFadden 
Bill has been pushed on the ground that 
it is necessary to save the national bank- 
ing system and the Federal Reserve Sys- 
tem. A very complete and scientific in- 
vestigation of our banking system could 
easily have been completed within that 
period and we would then have had the 
basis for sound, constructive legislation. 
Until such an investigation takes place we 
can have at best such unsatisfactory pro- 
posals as those contained in the McFadden 
Bill. 


Emergency Lies in Bank Failures 


A most serious situation has persisted 
in the United States during the last five 
years, as revealed by the fact that more 
than 2000 unit banks have failed during 
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that period and failures are continuing at 
the rate of about two for every business 
day. If there is any emergency in the 
country it is to be found in the number 
of failures of banks. If the McFadden Bill 
is an emergency measure it is strange that 
there is no provision in it designed to 
remedy this very serious situation. No- 
where in the bill are there any provisions 
designed to prevent the continuance of 
this deplorable condition. Nowhere in it 
are there provisions for increasing the 
soundness of operations of the national 
banks or the safety of depositors. Nowhere 
is there any provision for larger capitali- 


zation of national banks, and it is patent 
that most of the failures have been of small 
banks inadequately capitalized. Nowhere 
is there a provision requiring an increase 
of capital as deposits increase. In short, 
it is no real emergency measure, designed 
to meet the real situation. One is forced 
to the conclusion that it is an ill-advised 
effort on the part of its proponents to se- 
cure what seems to them a temporary ad- 
vantage for the national banking system, 
even though in doing so they injure the 
Federal Reserve System and greatly en- 
hance the possible opposition to a recharter- 
ing of the Federal Reserve Banks. 


ay 


Brokers Loan Figures to be Published 


ATE in January, Governor Crissinger of 

the Federal Reserve Board requested 
the Federal Reserve Bank of New York to 
ask its member banks in New York City to 
include in their weekly reports, the amounts 
of money loaned to brokers secured by 
stocks and bonds. ‘These reports are to 
be separated into time and demand loans, 
for the member bank’s own account, for 
the account of out-of-town banks, and for 
the account of others. At the same time, 
it was announced that the members of the 
New York Stock Exchange would report 
to the exchange their outstanding time and 
call loans as of the close of business of the 
last day of each month, and the total 
figures would be published, to give the loan 
figures from the borrowers’ standpoint as 
well as the lenders’. 

The letter from Governor Crissinger said 
that the compilation is to be made in the 
belief that “a better understanding of the 
movements in the money market and of 
developments in the general credit situation 
will be promoted and publication of 
this additional information will be of value 
to the banks and to the public as well as 
to the Federal Reserve Board.” It is 
thought by some that it is a measure toward 
stabilizing the call loan rates, substantially 
the same figures having been compiled from 
1918 to 1921 by the Federal Reserve Bank 
of New York (although they were only 
published for one week) first “to limit the 
use of money on the stock exchange during 
the war,’ and later to see that enough 
money was available on the exchange so 


that the rates would not go so high as to 
cause a panic. More likely it is for the 
Federal Reserve Board to ascertain to how 
great an extent funds are being used on 
the stock exchange, as a guide to future 
discount policy. 

The compiling of the figures began with 
the January 6, 1926 report, but publication 
was not begun until the issue of the Feb- 
ruary Federal Reserve Bulletin, so that at 
the time of going to press the figures were 
not available. 

The figures compiled by the New York 
Stock Exchange, however, were published 
early in February, and showed a much 
larger total outstanding than was expected. 
The total amount was $3,513,174,154, of 
which 71 per cent., or $2,516,960,500 was 
call loans, and 29 per cent. or $996,213,555, 
time loans. Private estimates had placed 
the figure at from $2,200,000,000 to $2,500,- 
000,000. 

While the present reporting of figures 
is for New York City only, the board in- 
tends to extend it to other cities. The fig- 
ures will be eagerly received by economists 
and students of banking. They will, at 
least, enable a statistical verification of the 
charge that high money rates draw money 
from the agricultural sections to New York, 
to which the counter reply is that the high 
rates are due to the fact that money is 
going from New York to the agricultural 
section, thus causing a shortage. And, if 
watched, they will help to give warning 
when speculation on the stock exchange 
reaches the danger point. 

















The Farmers National Bank, Reading, Pa., showing between the pillars and above the entrznce, 
Robert Aitken’s design symbolizing “the bank with the lions” 
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The sculptured figures on the wall of the main lobby of the Seaboard National 
Bank, New York, commemorating America’s great wars for 
independence and democracy 


Bankers and the Fine Arts 
By Alfred C. Bossom 


RT, an integral part of our modern 
A life, cannot but belong to that 
motivator of humanity—the bank. 
Hence its building should be embellished 
and invested with all that makes for beauty 
and order. Finance and the fine arts are 
allies. 

This relationship is revealed in every 
bank structure of importance. What could 
be more artistic than the settings of many 
branches of the great Bank of France, 
which serves one of the thriftiest races in 
the world, and also one of the most artistic. 
Palaces and hotels with a notable history 
and decorated with consummate artistry 
become the fitting abiding places of the 
cosmos of economy, exemplars of a well 


ordered philosophy of life. 

One of the most ornate buildings of con- 
‘inent:! Europe is the General Credit Bank 
of Hungary, which in every line kindles 
the imegination. The graceful architecture; 
the statues which appear on its facade, 


such 
cury, 


effigie 


the virile representation of Mer- 
od of commerce and wealth; the 
which tell the story of transporta- 





tion all convey an air of fitness, power and 
progress. 

Every bank, if it would exemplify its 
ideals, should have art works created es- 
pecially for it, just as the sculptured clock 
in this Hungarian bank mentioned, the 
paintings on its walls, and the finely wrought 
grille work in its foyer, proclaim its char- 
acter. Works of art are effective because 
they are suited to their settings; they can- 
not be taken from one environment and 
hurled into another. 


Exemplifying Banks’ Ideals in Their 
Buildings 


There are two sculptures on the inner 
walls of the Seaboard National Bank, New 
York, which have been commented upon 
most favorably. One is the figure of a 
Revolutionary soldier of the type which ap- 
peared constantly during the American 
struggle for independence in the historic 
neighborhood in which this institution 
stands. The other figure commemorating the 
World War is that of Sergeant Yorke, a 
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The building of the Fidelity Bank, Houston, Texas, designed with the Mayan 
motif to express power with a decorative quality, not meticulous ornament 
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Directors’ room, First National Bank of Jersey City, N. J., where modern marble and ancient 
tapestries are combined to create the atmosphere desired by bankers 


hero of the European battefields, who sym- 
holizes the spirit of fighting democracy. 
In the flourishing city of Reading, Pa., a 
new building is being erected for the Farm- 
ers National Bank under the supervision of 
Robert Aitken, the 
American sculptor, has been re- 
tained to model a panel to be placed above 
its entrance. He might have modeled for 
it a figure on the lines of his majestic 
statue representing the Mississippi river, 
and as it resembes Mercury and even bears 
the double caduceus, an emblem often used 


the writer as architect. 
famous 


to symbolize both finance and commerce, the 
casual observer might approve it. It is well 
known, however, that for more than a cen- 
tury this solid and conservative institution 
has been known as “the bank with the lions,” 
because of two figures which have stood at 
its portals in a period reaching over a large 
part of a century. Hence a design showing 
that characteristic was naturally suggested. 

There has been completed in Buffalo re- 
cently the twenty-three story structure of 
the Liberty Bank, in the foyer of which 
appears a Statue of Liberty, modeled for 
this institution by Leo Lentelli, the well 
know: sculptor. For this bank to have 


adopted the Bartholdi model, that of the 
memorial to international good will which 
stands in the harbor of New York, would 
have been meaningless. The figure chosen 
is instantly recognized as typical of the tall, 
athletic and vigorous young women of 
America and of northwestern New York 
state and of Canada. ‘That image and also 
the two colossal ones from the same model 
which now surmount the twin towers, repre- 
sent the American woman of today- 
coming more into new relationships to the 
practical life. 

Every bank and trust company has tra- 
ditions and ideals which it should express 
in art. The ceiling of a prominent bank in 
Pennsylvania, situated in a region enriched 
by the discovery of oil, bears a large cen- 
tral panel representing Colonel Drake 
who drilled the first oil well in the Keystone 
state and various allegorical figures symbol- 
izing that mighty industry. 

In designing that tall structure, the 
Petroleum Building in Houston, Texas, the 
writer sought to express the idea of power. 
The decorations of the Fidelity Bank in 
that building were designed also to expres= 
the same thought. Hence the choice of the 
Mayan motif—which has given a decorative 
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quality to the massive structure, not 
meticulous ornament. 

One of the great lessons of the Exposi- 
tion of the Arts of Decoration and Indus- 
tries held in Paris recently, was that finance, 
commerce—business if you please—requires 
an artistic as well as an utilitarian expres- 
sion. 

In such a development as this the banks 
are taking leadership—as they certainly 
should. They are giving to the community 
those lofty emblems of power, truth and 
steadfastness of purpose. Their architecture 
should express such ideas in every plane 
and it generally does. 


Furniture and Equipment Can Help 


It is just as important that all the furni- 
ture and equipment of a bank should show 
dignity and refinement. If these adorn- 
ments served only to impress upon the public 
the importance and dignity of banks as an 
institution, the sums expended in acquiring 
them would be well spent. 

Keats’ expression “A thing of beauty is 
a joy forever” is admirably applied to the 
splendid old tapestries which bankers and 
men of affairs use on the walls of their 
offices. Such art works “cannot fade” and 
more than that, they cannot decrease in 
value, if they have ordinary care. 

Facilities for travel, and a growing ap- 
preciation of art everywhere, have made 
the financier a connoisseur as well. Bankers 
who have seen such objects in their travels 
and in their homes now are purchasing fine 
old furniture, objects of art of all kinds, 
tapestries. In fact, in a general way, it is 
safe to assume that many of the finest 
homes in the country are those of the 
bankers themselves. They have acquired the 
habit of comfortable association with ob- 
jects of beauty made centuries ago, and they 
seem to miss these jin their banking building. 
The result is that a great many bankers 
obtain for their board rooms and their pri- 
vate offices handsome cabinets, historical 
chairs, beautiful tapestries, fine ceramics. 
Such an atmosphere as these produce in the 
sanctum of the bank gives a home-like feel- 
ing which inspires the confidence of the 
visitors. Art is always a source of under- 
standing. 

The private offices of many of the greater 
national banks and trust companies in New 
York contain objects that might appro- 
priately occupy a distinguished place in 
important museums. Wealthy private 
hankers are not lacking in this activity. 


THE BANKERS MAGAZINE 


Men whose natural instincts make them in- 
terested in work of a certain era like to 
have examples of it around them in their 
hours of business as well as in their hours 
of ease. 


Artistic Furnishings a Good Investment 


They learn by experience that in doing 
this they are frequently making sound in- 
vestments for the bank, instead of sinking 
money, as was so often the case in the latter 
Victorian days. How frequently can a 
beautiful Chippendale cabinet be obtained 
for almost the same price that a modern 
piece of work will cost? This is due to our 
present high price of labor, and yet, the 
moment a modern piece of work is installed, 
its commercial value, like the automobile, 
drops 50 per cent. Whereas, a fine old 
cabinet, beautiful table or historical chair 
are adding value to themselves quicker than 
money is earning interest in the loan de- 
partment. 

The reason for this is not far to seek. 
There is only a limited amount of such 
beautiful work that has come down to us, 
and literally daily it is getting less and less 
in quantity, and there is no competition 
among the best. Its price enhances regu- 
larly and steadily, and since the days when 
this country first started to purchase 
objets dart, the increase in value of such 
pieces has multiplied beyond the wildest 
anticipation. Many years ago, a_ serious 
banker going around the auction room look- 
ing for antiques or going into the galleries 
of the leading dealers, was quite an unusual 
sight; it was his wife who used to be en- 
countered. Now it is not at all unusual 
to see the president himself there or with 
some agent who may act for him to obtain 
the pieces he desires, both examining and 
listening to the bids, and wanting these 
objects not for his home but for that place 
where he spends about two-thirds of his 
waking moments, his bank. 

When great collections of historical in- 
terest are brought here now, the bankers 
from the other large cities come to New 
York so as to obtain the means of beautify- 
ing the banking room or their quarters in 
the bank. The bankers in so doing are really 
acquiring property increasing in its value 
so much that it more than pays interest 
charges. 

The banker, therefore, in cultivating the 
fine arts and providing a pleasing environ- 
ment for the clients of the bank, is also in 
his way a most practical idealist. 


ay 











Some Bank Credit Problems 








Tue Bankers Macazine has secured the services of a capable credit man 
to answer the inquiries of readers on current problems of the credit manager. 
Questions of general interest to credit men and bankers will be answered and only 
the initials of the persons asking the question will be used. 
not one of particular interest to bank credit men as a whole or is one which has been 
answered before, a reply will be made by mail. 


In order that all questions may be answered intelligently, it is requested that 
they be direct and to the point, but that sufficient necessary detail ve included to 
enable the editor to draw the proper conclusion. 
the Editor, Bank Credit Problems, Tue BanKers Macazine, 71-78 Murray Street, 


New York.—Enrror. 


In case the question is 


Inquiries should be addressed to 








Statement Analysis 


(Continued JSrom the January issuc) 





HE eleventh article of a series by the 

Credit Editor on credit and credit de- 
partment methods. This article con- 
tinues the discussion of analysis of 
tyancial statements, begun last month. 
The previous articles of the series, which 
began-in the April 1925 issue, were of an 
introductory nature, explaining the 
various types of business organizations, 
and the statements issued by them. 











to sales in an endeavor to obtain an idea 

as to the company’s collection policy. 
Assuming that the receivables on the books 
are $600,000, and the sales shown for the 
vear are $3,600,000, the immediate deduc- 
tion, which would naturally be made, is 
that receivables are one-sixth of the year’s 
business (two months’ outstandings). What 
are selling terms? Sixty days. The feeling 
is, therefore, that receivables are in good 
condition. ‘They may be and they may not. 
This point is borne out by the following 
examination of monthly sales record: 


| is customary to compare receivables 


(000 omitted) 
A B Cc 

Sales Sales Sales 
January $ 300 $ 600 $ 100 
February 300 600 100 
March . 800 200 200 
April bier 300 200 200 
May ae 300 100 600 
June .... 900 100 600 
July 300 600 100 
August aire 300 600 100 
September fray 300 200 200 
Octolx r a . 300 200 200 
November. ......... 300 100 600 
December 300 100 600 


$3,600 $3,600 $3,600 


In the case of A above, is shown a com- 
pany that does an even volume of business 
throughout the year. Seasonal fluctuations 
do not enter into the business to any ap- 
preciable extent, and the receivables on 
statement date of $600,000, contrasted to 
sales for the year of $3,600,000 (selling 
terms sixty days) would seem to indicate a 
good collection policy on the part of the 
company. 

In case B above, the volume is the same, 
$3,600,000, and outstandings December 31, 
are $600,000, with selling terms of sixty days. 
However, the monthly analysis of sales 
shows that outstandings December 31, of 
$600,000, are equal to September, October, 
November and December sales. It is not 
likely that all sales for these months remain 
uncollected as of December 31, and, there- 
fore, the outstandings undoubtedly include 
some receivables older than September. With 
selling terms of only sixty days this indi- 
cates a very weak collection policy, and ap- 
parently a poor class of customers; or an 
accumulation of old bad debts that have 
never been charged off, or both. 

In the case of C above, there is still the 
volume of $3,600,000, outstandings December 
31, $600,000, selling terms sixty days. Sales 
for December alone amounted to $600,000. 
In the case of C, if the balance sheet of 
December 31 showed outstandings of $1,200,- 
000, sales $3,600,000, and selling terms of 
sixty days, even though receivables out- 
standing would appear to represent four 
months’ business, it is evident that they 
would actually be only equivalent to 
November and December sales. 

These cases are given in an effort to show 
that a mere comparison of receivables to 
sales and selling terms tells nothing, but 
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The latest 
FINANCIAL 


STATEMENT 


of New England’ s largest bank 
as of December 31, 1925 
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RESOURCES S 
Cash and Due from Banks. .... $79,202,685.63 
United States Securities ; 16,947,817.37 
Loans, Discounts & Investmen ts. ... 276,134,306.58 
Banking Houses ety 9,758,955.74 


Customers’ Liability Account of a 
ances i 19,869,721.84 


Accrued Interest Receivable. . cane ae 911,939.08 
Items in Transit with Foreign Branches. . 155,318.43 
Tota 1 $402 ,980,744.67 


LIABILITIES 
Capital $20,000,000.00 
Surplus & Profits 23,867,555.28 $43,867,555.28 


Reserved for Dividend Payable wend 2, 
800,000.00 


Reserved for Interest and Unearned ‘Dis- 
count. ee a ta hnd Cie a hed Ll ES DOSE 2,113,040.03 
aniston. . ree ; . 303,224,810.45 

Liability as  aaiaiiae iia or Maker 
on Acceptances and Foreign Bills .... 40,300,338.91 
Bills Payable we we 12,675,000.00 
Total $402,980,744.67 
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that consideration must be given to the sea- 
sonal variations of the business. Few lines 
of business are unaffected by the seasonal 
phase. Most companies make statements 
when they consider receivables and mer- 
chandise (and naturally debts) are at their 
lowest point. These examples clearly indi- 
cate that regardless of whether the com- 
parison of receivables to sales would tend 
to show a good or bad collection policy, 
or a good or bad condition of receivables, 
the actual condition may be reversed in 
either instance. Therefore, it is evident that 
it is always desirable to have a classifica- 
tion of receivables as to age to support any 
deduction which may be made from the 
shéet by a comparison of receiv- 
ables with sales. A classification such as 
the following, which in the cases of A, B and 


balance 


C above, might summarize as follows, is 
drawn up roughly to convey some idea: 


(000 omitted) 

A B Cc 
Sixty days or under $550 $190 $580 
Sixty-one to ninety days 30 110 10 
Ninety-one to 120 days. 10 75 
Four to six months old. 5 25 
Six to nine months old............ 5 25 2.5 
Over nine months old 0 175 0 


$600 $600 $600 


In forming a schedule of classification 
the terms of sale should be considered in 
arriving at the base. For example, if sell- 
ing terms were ten days, the above schedule 
of classification would not be included. 


Merchandise 


Merchandise is also compared with sales 
to obtain an idea of turnover policy. Let us 
assume the same volume of sales, $3,600,000, 
and an inventory December 31, of $600,000. 
In comparing inventory with sales, how- 
ever, it must be remembered that inventory 
is taken on the basis of cost or market, 
whichever is lower, while sales represent the 
sale of merchandise at cost plus gross profit. 
Therefore, in comparing merchandise with 
sales, to arrive at an idea of the number 
of months’ supply of merchandise on hand, 
the gross profit must be deducted from 
sales. Assume that the gross profit in this 
instance is 50 per cent. of sales, or $1,200,- 
0, on the volume of $3,600,000. This means 
that the actual cost of merchandise sold 
amounted to $2,400,000, which gives us a 
figure to compare with the inventory on 
hand shown in the batance sheet. If. this 
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is not exactly clear, perhaps it will be more 
so if it is considered the other way around. 
In other words, the merchandise shown is 
presumably at cost or market, whichever is 
lower. It is intended that it be sold at a 
profit, and it is marked up 50 per cent. which 
is the selling price. The sales shown in. the 
profit and loss figures for the year (also 
the receivables) are based on the actual 
selling prices, and as it is desired to get an 
idea of the number of months’ supply of 
merchandise on hand, this profit must be 
deducted from sales to get an amount which 
is comparable with the merchandise inven- 
tory. Therefore, with an inventory of $600,- 
000 on December 31, sales $3,600,000, gross 
profit 50 per cent. ($1,200,000), an inventory 
is arrived at which would appear equal to 
about three months’ supply. However, let 
us take the same example as was taken 
in receivables, but rather than consider the 
actual sales, take merchandise sales for the 
months at the actual cost value of the mer- 
chandise sold and not at the selling price. 


(Last three figures omitted) 
A B * 
Sales Sales Sales 
at cost at cost at cost 
of mdse. of mdse. of mdse. 
200 $ 400 $ 66 
200 400 66 
200 133 133 
200 133 133 
200 66 400 
200 66 400 
200 400 66 
200 400 66 
200 133 133 
200 133 133 
200 66 400 
200 66 400 


January .....§ 
February 
March 
April 

May 

June 

July 
August 
September . 
October 
November 
December 


$2,400 
1,200 


$2,400 
1,200 


$2,400 

Profit (50%) 1,200 
$3,600 $3,600 $3,600 

In connection with the foregoing, deduc- 
tions are arrived at which do not support 
the comparison made between merchandise 
shown on the balance sheet and the volume 
of business. In the case of A, merchandise 
on hand, December 31, $600,000, would ap- 
equivalent to three months’ 
business. In the case of B, merchandise on 
hand, December 31, $600,000, is sufficient for 
only January, and a portion of February 
sales. In the case of C, merchandise is 
sufficient for January, February, March, 
April, and a part of May sales. It is, 
therefore, evident that in comparing mer- 


pear about 











7T°HE building of the 

Middletown Sav- 

ings Bank, Middle- 
town, N. Y. is carried 
out in modified Italian 
Renaissance style, the 
facade being built of 
Bedford Indiana Lime- 
stone with granite base. 
There is a twelve foot 
wing on one side which 
is balanced by the en- 
trance gate on the op- 
posite side. 


NTERING the 
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rectly to the left. The 
officers’ space is also 
located near the front 
so as to be equally ac- 
cessible to the public 
and the employees. 
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(000 omitted) 


Three departments with 
December 31st inventory 


as follows 
y $300 
B 200 
Cc 100 


$600 


Departments 


chandise with sales, as in comparing re- 
ceivables with sales, it is of utmost im- 
portance that consideration be given to the 
seasonal variations of the business, months 
of heavy shipment, etc. There is also an- 
other feature to consider in comparing 
merchandise with sales. 

A monthly schedule of sales and all that 
sort of data may be secured. The compari- 
son of merchandise with sales may show up 
satisfactory and still the inventory may 
be all out of line. This may be due to the 
class of merchandise or kind of merchandise. 
If the company handles but one article a 
comparison may be taken to mean some- 
thing, but even under this condition, there 
are certain contingencies which might affect 
it. Let us take the same December 31 in- 
ventory, $600,000, and sales of $3,600,000 
($2,400,000 actual cost of merchandise sold) 
as taken in the previous paragraphs. 
Assume that the business has three depart- 
ments. The inventory position might be as 
- Shown in the above table. 

It is evident from the foregoing that even 
though the aggregate inventory might make 
a favorable comparison with -the annual 
sales from the standpoint of size, the various 
kinds of merchandise included therein might, 
as classes, be entirely out of line with sales 
for the particular classes. It is also true 
that other features relating to the com- 
position of inventory might be such as to 


Sales to show turn- 
over of four times 


But they could be 
reversed and line 


would have to be up as follows 
$1,200 $ 400 
800 800 
400 1,200 


$2,400 


$2,400 


affect any comparison of aggregate inven- 
tory with aggregate sales. The inventory 
might appear well enough in line compared 
with sales and yet it could be cluttered up 
with a large amount of obsolete merchandise. 
Again, in an article sold by size, it would be 
possible to have an accumulation of odd 
sizes. Let us consider a shoe store selling 
shoes for men, women and children. Aggre- 
gate sales are $1,200,000, December 31 in- 
ventory, $200,000, gross profits 50 per cent. 
This will have the following set up: Sales at 
cost $800,000, inventory December 31 $200,- 
000, rate of turnover 4. 

The departments as individual depart- 
ments, to show a turnover of four times, 
should have inventories as follows: 


(000 omitted) 


Department Sales at cost Inventory 
Men’s $300 $75 
Women’s 300 75 
Children’s 200 50 


However, to obtain a rough idea, a crude 
example is given in the table at the foot of 
the page. 

In all of the above examples, the total 
inventory figure is the same; i. e., $200,000, 
and this total compared with sales of $800,- 
000, shows, in each case, turnover of four 
times. The inventory figure on this basis 
(considering four times turnover correct 


(000 omitted) 


Departments 

Men’s 

Fresh merchandise 
Obsolete styles .... os 
Odd sizes, out of Season, CEC. ncccccccccucceemnmn 

Women’s 
Fresh merchandise 
Obsolete styles 
Odd sizes, out Of Season, CEC. cccccmcccneneenmn 

Children’s 
Fresh merchandise 
Obsolete styles 
Odd sizes, Out Of SEASON, CEC. ecccccccceennnnn 

















Proper 
inventory 
$ 75 


Possible 
inventory inventory 
$ 50 $ 75 
20 40 
5 5 


Possible Possible 
inventory 


$120 


50 30 
20 15 
5 5 


15 
5 


$200 
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Steel Casements 


0 
President’s Office, Union Trust Co., Cleveland, Ohio. | 
At left, Office of Chairman of the Board. Graham, - 

Anderson, Probst & White, Architects. hij 


Sa 
Crittall Steel Casements in varied 
designs are admirably adapted 
for use in the private offices and 
directors’ rooms of banks and 
trust companies. Hand made to 
specific requirements, they com 
bine dignified beauty with ex’ 
tremely practical advantages of 
All Crittall Casements are made light and ventilation. In the larger to 
of Crittalloythe Copper-Bearing Steel ° P > wh 
sizes for main banking rooms, , 
Crittall Casements contribute - 
materially to improved working ‘ie 
conditions. They are permanent, les 
weathertight and their mainten- ho 


ance cost is exceptionally low. or 
me 


de: 


CRITTALL CASEMENT WINDOW COMPANY - Manufacturers of 
10965 HEARN AVENUE, DETROIT, MICHIGAN - 


Also makers of Reswin Casements, Standardized ™_ 


S:eel Windows of m.oderate cost sa] 
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turnover for this merchant) would appear 
to show that the house was in order in this 
respect. It is readily seen, however, from 
the rough example given above, that the 
composition could be such that the inven- 
tory was not in good condition or even a 
good asset at the value stated. 

There are, therefore, seen in this discussion 
of the merchandise item many factors which 
should be considered in addition to its bulk 
relation to sales. As pointed out, it could 
appear large and be in order, or could 
appear small and be out of order. 

While the basis of valuation of mer- 
chandise for statement purposes has not 
been discussed, it has been mentioned in 
connection with the generally approved plan 
that it should be valued on the basis of 
cost or market, whichever is lower. This 
is a general rule, and it simply means that 
it should be valued at the actual cost if 
such is less than the actual market, and 
that it should be valued at the market, if 
such is less than the cost. On this basis, 
no profit is taken into consideration due to 
any rise in market value or desire to write 
up the value of merchandise by the man- 
agement. In the event that inventory is 
taken during a declining market, a reserve 
should be established to cover any con- 
tingencies. The question: “Did you dis- 
pose of merchandise shown in your state- 
ment at a profit, or is its market value 
higher today than when you took inven- 


Sales: paisccebaaccesaencasaes ars 
Cost of goods sold: 
Merchandise at the beginning 


Purchases of raw material and freight inward 


Direct labor 


Total POO 
Merchandise at close 


tory?” is always in order by a credit man 
when he is handed the statement some time 
after statement date. 

An actual physical inventory should al- 
ways be taken for statement purposes at 
least once a year. It is customary for some 
houses to maintain perpetual inventory rec- 
ords. These records are usually kept by 
means of a card system, the cards being so 
designed and the invoices and checking out 
of merchandise on requisition being so 
handled that a record may be kept of all 
merchandise receipts by classes and all 
sales on a cost basis. By such a system 
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a concern can at any time get a pretty good 
idea of the actual supply of merchandise 
which it has on hand. The system is not 
as simple as it sounds, and in a business 
where there are numerous articles, and par- 
ticuarly in the manufacturing business, 
where cost of production enters in, a per- 
petual inventory record resolves itself into 
a rather difficult and complicated system. 

IJere, too, is mentioned the cost of pro- 
Cuction. It must be realized that in a manu- 
facturing business the cost of manufactur- 
ing. the direct labor entering into the trans- 
forming of the raw material into its finished 
state, is as much a part of the cost of 
goods as the raw material itself. For ex- 
ample, let us take a manufacturing line of 
husiness where the gross profit is figured 
to be 30 per cent. of sales. The profit and 
loss figures will show sales 100 per cent., 
cost of goods sold, 70 per cent., and gross 
profit, 30 per cent. In the case of a re- 
tail business, in addition to actual merchan- 
dise purchased, there is probably to be 
added an item of freight inward, which is 
a part of the actual cost. In the case of 
an importing business the actual cost of 
merchandise is increased by import duties, 
freight inward, etc. In the manufacturing 
business, there are to be taken into con- 
sideration, direct labor, freight inward, etc. 
Therefore, in the manufacturing profit and 
loss statement, the set-up might be as fol- 
lows: 


...db2,400,000 


& 600,000 
1.000,000 
600,000 

.... 82,200,000 
600,000 


1,600,000 


$ 800,000 


Of course, the merchandise shown at the 
close of the year is made up of finished 
goods, work in process, and raw material. 
The finished goods and the work in process 
will not only include the actual cost of 
raw material used therefor, but also that 
portion of labor which has been expended 
thereon to bring it to its present state, or 
the market value, if such be less. Here is 
a case where some difference of opinion 
might enter. This will be taken up later. 
The raw material is presumed to be taken 
at actual cost or market value, whichever 
is lower. As to the difference of opinion 
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Equipment Engineering Service to 
Banks & Architects. 


This specialized service includes 
the developing of practical and 
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Bank Equipment Engineers 
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as to the cost or market value of finished 
goods and work in process, it is obvious 
that the market value is the selling price. 
If inventory must be taken at market value, 
under ordinary circumstances, there is no 
margin of profit to the company should 
sale be made at the prevailing market. In 
other words, the cost should be less than 
the market price to enable its sale at a 
gross profit. Assume that a mill manu- 
factures a certain type of cloth, the market 
value of which is 30 cents per yard. The 
normal cost of producing this fabric is 20 
cents per yard when operating at capacity 
so the mill shows a gross profit of 50 per 
cent. However, the mill only operates at 
50 per cent. of capacity due to the fact 
that it has a 50 per cent. volume of sales. 
Naturally certain costs remain permanent 
and the cost of producing per unit is ac- 
tually 29 cents per yard. If valued in 
statement at cost or market, whichever is 
lower, it would probably be valued: at the 
actual cost of 29 cents and by its sale on 
today’s market there is only a gross profi! 


of 1 cent per yard. Had the mill been run- 
ning at full time the production cost per 
unit would be normal; that is 20 cents per 
yard, and its sale price of 30 cents per 
yard would permit of a gross profit of 50 
per cent. on sales. On this basis, the 50 
per cent. gross profit is sufficient to cover 
general selling and administrative expenses 
(provided necessary volume is attained) 
and allow a net profit. In the case where 
the mill is on a 50 per cent. of normal pro- 
duction due to 50 per cent. of normal sales; 
and where in a 30 cent market it costs 29 
cents to make each yard of cloth, the margin 
of gross is far below what is necessary to 
cover expenses, and operations will show a 
loss. Some, in taking inventory when opera- 
tions are on a part time basis, take mer- 
chandise at what would be the normal cost 
of production and not the actual cost of 
production. On such a basis of valuation 
there is a normal gross profit in merchandise 
when it is sold. Expenses will be covered 
and a net profit shown. It is evident, then, 
that the nearer merchandise is valued to 
market the smaller would be the profit if 
sold in that market; and expenses not be- 
ing covered, that portion of next year’s 
volume will show a loss which must be offset 
hy profits on new purchases and manufac- 
turing to bring through a profitable year. 


Is Depreciation a Cost? 


Under systems of cost accounting which 
have been developed, it is generally cus- 
tomary to charge to the cost of goods, cer- 
tain items of cost, such as depreciation, 
rental of plant, ete. Of 
largely theory. However, 
lieves that the theory is that depreciation 
should be split up and allocated to the vari- 
Assume 


course, this is 
the writer be- 


ous departments of the business. 
roughly that the entire building is used 
for the conduct of the business, manufac- 
turing, administrative and selling purposes, 
and that depreciation amounts to $100,000 
per annum. Seventy-five per cent. of the 
building is devoted to manufacturing, 15 
per cent. to selling and 10 per cent. to 
administration. Under a technical theoreti- 
cal cost accounting, the policy would be to 
charge $75,000 to cost of goods, $15,000 to 
selling expenses, $10,000 to administrative 
expenses. However, the writer is not aware 
of many cases where cost accounting systems 
are being put to practice to this extent. 
Depreciation is generally regarded as 4 
charge against income because of the fact 
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that it is rather difficult to split it up along 
technical lines. It cannot be accurately 
figured, but must be estimated. Where a 
division is not made, it is not considered 
good policy to charge the entire amount 
to the cost of goods sold. One strong argu- 
ment in favor of charging cost of goods 
with its full share of depreciation is the 
fact that machine labor has so largely re- 
placed hand labor(a cost of production) 
that the depreciation of the machines is 
an important part of cost. But the writer 
does not believe that the distribution of 
depreciation to various departments is 
quite the general practice as yet, although 
it is coming in vogue with cost accounting 
methods, and is really more _ accurate. 
Many large companies do not do it as 
evidenced by numerous published press re- 
ports reading “Earnings before Deprecia- 
tion.” This same theory also applies to 
interest on mortgages, etc., which could be 
split up under a cost accounting system. 





Questions and answers on bank 
credit problems follow as usual and 
will continue each month. 





QUESTION: A statement of a contract- 
ing house shows an item in the assets of 
“contracts on hand” and in the liabilities 
side an item of “costs to cover work on 
hand.” I would appreciate your viewpoint 
as to these items. 


ANSWER: This policy of accounting is 
in vogue with some contracting houses. 


After they receive a contract for $20,000, 
they set up an item in the assets of this 
amount. If they estimate that the cost to 
do this work is $16,000, they set up a lia- 
bility in that amount. The balance is re 
flected in net worth. In other words, profits 
are taken ahead of time or prior to their 
actual realization. It is the same as a 
manufacturing business having orders on 
hand they would set up as an asset, esti- 
mating what it would cost them to make 
the merchandise and then setting up such 
an estimate as liability. The practice has 
been discontinued by many contracting 
houses and profits are not taken until ac- 
tually made. In the case of work in process 
by a contracting house, it is handled on the 
same basis as work in process by a manu- 
facturing concern and is valued in the state- 
ment on the basis of cost of raw material, 
plus actual labor expended to statement 
date. When the job is actually finished it be- 
comes an account receivable and the profit 
is then taken into the balance sheet. This 
meets with more general approval. Under 
a set up such as that mentioned, the ques- 
tion would arise as to whether the esti- 
mated cost to cover the work included any 
allowance for general overhead or was 
simply the cost of materials and direct 
labor. If the estimated cost to cover was 
simply the cost of labor and direct labor, 
no allowance being made for overhead ex- 
pense, and should the estimate prove to 
be the actual cost, it is obvious that the ac- 
tual profit would really be less, due to over- 
head expense. In other words there would 
be included in net worth a gross _ profit 
anticipated on operations rather than a 
net profit. 


aa 
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T should be borne in mind that since pre-war years the United States has changed 
from being primarily a debtor country to being a creditor country, toward which 
interest payments and payments on principal flow, tending to increase imports. 
Moreover, we now have to pay relatively less to foreigners for ocean transportation on 
account of the development of our own shipping. Were we not constantly making 
large new investments in foreign countries, 
might readily result in a normal excess of imports. The continuous large balance in our 
loans and investments abroad. Our new 
placements of capital in foreign countries during 1925 have probably totaled more than 
$1,000,000,000, and bring our total foreign 
Government) to more than $9,000,000,000, as compared with about $2,000,000,000 before 
he war. These investments represent, of course, savings of the American people and 
additions to their wealth; they supply a future increase of national income in the form 
of interest and dividends from such investments, as well as a most potent stimulus to 
our exports.—JULIUS KLEIN, Director Bureau of Foreign and Domcstic Commerce. 


the change in our position in this respect 
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T THIS bank, the com- 
plete mechanism of a 
world-wide banking service 
is kept a living, human thing 
by the personal relationships 
existing between our officers 
and our customers. 
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Eastern States 


Comprising New York, New Jersey, Penn- 
sylvania and Delaware. 


CONVENTION DATES 
National Safe Deposit Convention—at 
New York, N. Y., May 7-8. 

Pennsylvania Bankers Association—at At- 
lantic City, N. J., May 26-28. 

N. Y. State Bankers Association—at Que- 
bee, Canada, June 21-23. 

National Association of Mutual Savings 
Banks—at Philadelphia, Pa., October 18-22. 


WALTER M. BENNET 


Senior vice-president Bank of America, New 
York, who has retired after forty-one 
years of continuous service with 
that institution 





CHANGES AT THE BANK OF 
AMERICA 


Walter M. Bennet, first vice-president 
of the Bank of America, New York, has 
retired after forty-one years of service with 
that institution, and has sailed on a Medi- 
terranean tour. Edward C. Delafield, presi- 
dent of the bank, on behalf of the officers, 
presented him with a platinum watch. 

Mr. Bennet was educated at the College 
of the City of New Ycrk, and came to 
the bank in 1884, shortly after graduation 
He steadily worked his way up until in 


1892 he became assistant 2«shier. In 1908, 


GILBERT E. CHAPIN 
Who has resigned as comptroller of loans at the 
Federal Reserve Bank of New York, to be- 
come vice-president of the Bank of 
America, New York 
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Two million checks a day! 














The New 
Personal Pro- 
tectograph 


$18 


Slightly higher 
Outside of U.S.A. 








By MAIL and messenger your quota of 
this great number of checks is show- 
ered on your bank daily. Each involves 
a bookkeeping operation. Each brings 
to you a problem common to all bankers 
—deciphering the amount line before 
the check can be cashed, recorded, 
passed on. 


Yet you would be largely relieved 
of this daily problem—costly as well as 
irritating—if the customers of your bank 
used the Personal Protectograph. 
Though it costs only $18, a price your 
customers can afford, the new Personal 
Protectograph writes and guards the 
amount line on checks by the same 
methods used by the large business 
Protectographs. The amount is shredded 
in indelible ink into the very fibre of the 
paper—easy to read ata glance, and 
protection for your customers against 
the check raiser’s skill. 


Send for banker’s plan 


Many tellers, clerks and others are co- 
operating in popularizing the Personal 


Protectograph by becoming agents for 
its sale at satisfactory profit to themselves. 


For those who are interested, we have 
developed a complete plan whereby 
banks may aid in the quick distribution 
of the Personal Protectograph. Nearly 
two thousand banks, many of them 
large city institutions, have already found 
this plan practical and advantageous. 
Details are yours for the asking. The 
Todd Company, Protectograph Division. 
(Established 1899.) Rochester, N. Y. 
Sole Manufacturers of the Protecto- 
graph, Super-Safety Checks and Todd 
Greenbac Checks. 





THE 1O0DD COMPANY 2-26 
Protectograph Division 
1139 University Ave., Rochester, N. Y. 
Gentlemen: we would like to know more about 
the advantages to us of the plan by which already 
nearly two thousand banks are introducing the 
Personal Protectograph to their depositors. Please 
send tull particulars. 


Bank 


Name of official. ....... .. 











TODD SYSTEM OF CHECK PROTECTION 
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Kings County Trust Company 
City of New York, Borough of Brooklyn 
Capital $500,000 Surplus $4,000,000 Undivided Profits $794,000 


JULIAN P. FAIRCHILD, President 


JULIAN D. FAIRCHILD, Vice-President 
WILLIAM J. WASON, JB., Vice-President 
HOWARD D. JOOST, Vice-President 

J. NORMAN CARPENTER, Vice-President 


ACCOUNTS INVITED 


mn 


he was made a vice-president, and in 1920 
became first vice-president. 

He is a director of the Bank of America, 
a trustee of the Drydock Savings Bank, 
New York, and a director of the Consoli- 
dated Copper Mines. 

Gilbert E. Chapin, comptroller of loans 
at the Federal Reserve Bank of New York, 
has resigned to become vice-president of 
the Bank of America. Mr. Chapin had 
been with the Federal Reserve Bank since 
1917, prior to which he was credit man 
with the Westinghouse Electric & Manu- 
facturing Co. 

The following promotions have also been 
made at the bank: L. B. Heemskerk has 
been advanced from assistant vice-president 
to vice-president; Oscar F. Meredith and 
Henry J. Schuler have been advanced from 
cashiers to assistant 
dents; Dudley F. Fowler and Howard Bb. 
Smith have been advanced from assistant 
officers to trust officers; Paul FE. 
formerly manager of the trust 
department has been appointed assistant 
trust officer; Amandus W. Austin, formerly 
assistant manager of the foreign depart- 
ment and Adrian M. Massie, 
manager of the securities department have 
been appointed assistant cashiers; 
John W. McKeon, formerly assistant man- 
ager of the foreign department has been 
appointed manager of the foreign exchange 
division. 


assistant vice-presi- 


trust 
Landon, 


formerly 


and 


SCHENCK LEAVES CHEMICAL 
NATIONAL 


Edwin S. Schenck, first vice-president of 
the Chemical National Bank, New York, 
has resigned, effective July 1, 1926, after 
twenty-five years of continuous service in 
banking. He was president of the Citizens 


THOMAS BLAK k. Seerctary 

ALBERT I. TABOR, Assistant Secretary 
CLARENCE E. TOBIAS, Assixtant secretary 
ALBERT E. ECKERSON Auditor 


INTEREST ALLOWED ON DEPOSITS 





E. S. SCHENCK 
First vice-president Chentjcal National Bank, New 
York, who recently resigned, after twenty-five 
years of continuous service 


National Bank, New York, for almost 
twenty years prior to its consolidaticn with 


the Chemical National in 1920. 
PROMOTIONS AT NEW YORK TRUST 


Boyd G. Curts and Artemus L. Gates 
have been elected vice-presidents of the 
New York Trust Company, New York; A. 
C. Downing has been appointed secretary; 
Lindsay Bradford, Clarence E. Hunter and 
John Murray Mitchell have been appointed 
assistant vice-presidents; Sidney B. Silleck 
has been appointed trust officer; and Manice 
de F. Lockwood and William J. Mackey 


313 





THE BANKERS MAGAZINE 


The oldest and youngest members of the board of directors of the Chemical National 


Bank, New York ; Frederic W. Stevens and Jansen Noyes. 


Mr. Stevens, 80 years 


old, has served continuously on the board for fifty-five years, having been elected 
ten years before the president of the bank (Percy H. Johnston) was born. 
Jansen Noyes, 41 years old, was recently elected as the thirty-fourth 
director the bank has had in its history of 102 years. He is head of 
Hemphili, Noyes & Co., New York 


have been appointed assistant treasurers. 
All the promotions were made from the 
staff of the trust company. 


CHASE NATIONAL’S FOREIGN LOAN 
POLICY 


In his annual report to the stockholders, 
Albert H. Wiggin, chairman of the board 


of the Chase National Bank, New York, 
described the foreign loan policy of the bank 
as follows: 

“In common with other large American 
banks whose _ extensive 
have brought them international 
prominence, the Chase National Bank has 
been approached 


business relation- 


ships 


many times since the 











To Banks and Trust Companies 


we offer complete facilities for the handling 
of New York business. 


quotations, credit 


cial institutions. 


Personal calls from visiting bankers welcomed 


UNITED STATES 
MORTGAGE & TRUST COMPANY 
Main Office: 55 Cedar Street 


Branches : 


Broadway at 73rd Street 
125th St. at Eighth Ave. 





information, 
rates in various sections of the country and 
other data will be gladly furnished to finan- 


Stock and bond 
mortgage 


Madison Avenue at 74th St. 
Lexington Avenue at 47th St. 














termination of the World War by repre- 
bankers and business men of 
European countries seeking loans; and 
many American business men contemplating 
trade relationships with European countries 
have come to us for advice and financial 
These foreign loans have been 
judged solely on their merits as proper 
banking commitments, and the total vol- 
ume of such European commitments has 
been kept at all times well within a con- 
servative proportion of the total outstand- 
ing loans of the bank. We have endeavored 
to do our proportionate part in the im- 
portant work of the financial rehabilitation 


sentatives, 


assistance. 


of Europe, and expect to continue our 
efforts in this worthy cause. 

“Profits of the bank from December 31, 
1924 to December 31, 1925, after deducting 
all expenses and making full provision for 
all bad and doubtful debts and providing 
for reserve for taxes, were $4,916,474, or 
24.58 per cent. on the capital of the bank. 
Out of these profits, dividends of 16 per 
cent. on the $20,000,000 capital of the bank, 
amounting to $3,200,000 were paid to share- 
holders.” 


NEW BRANCH FOR CENTRAL 


MERCANTILE 


The Central Mercantile Bank, New York, 
has opened a second branch bank at the 
corner of Varick and Spring streets, New 
York. 


MANUFACTURERS TRUST REPORTS 
BEST YEAR 


Nathan S. Jonas, president of the Manu- 
facturers Trust Company, New York, said, 
in his annual report to the stockholders 
that the of the bank reflected 
“the best year of growth and prosperity 


statement 


that the company has enjoyed since its 
in 1905.” During the year, 
bank took over by 


organization 
he said, the 
three of the best known independent banks 
of the city—the Yorkville Bank, the 
Gotham National Bank, and the Fifth 
National Bank, making the total number 
of offices in Greater New York fifteen. 
Satisfactory earnings enabled the pay- 
ment of an extra dividend of 1 per cent. 
for the quarter ending October 31, 1925, and 
a like extra dividend for the quarter end- 


merger 
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ing December 31, 1925, making 18 per cent. 
paid during the year. 

The condensed statement of the bank, as 
of January 2, 1925, showed cash on hand 
and in Federal Reserve and other banks 
of $45,367,162, loans of $119,044,566, de- 
posits of $209,172,421, and total resources 
of $240,162,471. Combined capital, surplus 
and undivided profits amounted to $23,- 
084,104. 


VON STERNBERG NEW PRESIDENT 
OF COMMONWEALTH 

In his thirty-seven years of service with 
the Commonwealth Bank, New York, Julius 
R. Von Sternberg has advanced from mes- 
senger boy to president, reaching the latter 
office on January 12, last. He was only 17 
years old when he entered the bank (at that 
time called the Germania Bank) 
His advancement 


and has 
been with it ever since. 
has been steady, and is due, according to 
him, to “strict attention to business.” He 
went through every department of the bank, 


JULIUS R. VON STERNBERG 


The new president of the Commonwealth Bank, 
New York, who began work for the bank 
thirty-seven years ago as an office boy 


and in 1919 was made assistant cashier, at 
which time he took an active part in re- 
organizing the various departments of the 
bank. In October 1924, he was elected one 
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of the three vice-presidents, and held that 
position until his recent election to the 
presidency. As_ president, he 
Charles A. King, who has been made chair- 
man of the board of directors. 

George F. Olt, cashier of the bank has 
veen elected vice-president to succeed Mr. 
Von Sternberg. 


succeeds 


MUST RESTORE BALANCE BETWEEN 
AGRICULTURE AND INDUSTRY, 
SAYS WARBURG 


Paul M. Warburg, chairman of the 
International Acceptance Bank, Inc., N. Y., 
in discussing the business situation at the 
annual meeting of the stockholders of that 


PAUL M. WARBUKG 
Chairman of the board International Acceptance 
Bank, Inc., New York, who says that the coun- 
try’s greatest problem is to restore and main- 
tain a balanced relation between industry 
and agriculture 


institution said that the year 1925 was 
notable for the re-establishment of the gold 
standard in England and the signing of the 
Treaties of Locarno. As for domestic con- 
ditions, he said: “Undoubtedly our country 
finds itself at present in a period of un- 
precedented prosperity. We perceive a 
bright and clear sky, with only a few clouds 
on the horizon, these being the dangers in- 
herent in a tendency toward overspecula- 
tion and overstimulation in certain branches 
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of trade and of industry by offering the 
temptation of excessively long purchasing 
terms. But our high standard of living, in- 
cluding the high wage scale on which our 
prosperity is predicated, is uncomfortably 
out of proportion to that of the rest of the 
world, even though to a large extent this 
disproportion may be justified by the 
greater efficiency of our labor and 
machinery. The fact remains, however, that 
while a high tariff wall and restriction of 
immigration protect industry and labor, the 
farmer’s fate—as long as he has to place 
his excess production in world markets— 
cannot become equally emancipated from the 
purchasing power and the price levels 
governing in foreign lands. To restore or 
to maintain a balanced relation between our 
industrial and agricultural levels will, there- 
fore, constitute one of our most difficult and, 
at the same time, most important problems 
of the future.” 

In presenting the bank’s financial state- 
ment for December 31, 1925, F. Abhot 
Goodhue, president, drew attention to the 
satisfactory progress made during the last 
year and particularly to the wide diversifica- 
tion of the credits granted covering the ship- 


ment of goods all over the world. The ac-~ 


ceptances outstanding on December 31, 1925, 
totalling $46,527,784, were drawn on 409 
drawers, in twenty-five countries and cov- 
ered transactions in all the important raw 
commodities in world trade. The volume of 
dollar acceptances outstanding during the 
year was, on an average, $10,000,000 in ex- 
cess of the preceding year, and both gross 
and net profits were the highest since the 
beginning of the bank’s operations. Divi- 
dends at the rate of 8 per cent. per annum 
have been declared and paid on the paid in 
capital for the second half of the year. Un- 
divided profits stood, on December 31, 1925, 
at $3,325,136, an increase of $750,000 during 
the year. 


BUNKE JOINS HAMILTON 
NATIONAL 
John Bunke, for thirty years associated 
with the Fifth National Bank, New York, 


has been appointed assistant cashier of the 
Hamilton National Bank, New York. 


ALBIG SECRETARY COMMERCE AND 
MARINE COMMISSION 


W. Espey Albig, deputy manager of the 
American Bankers Association, in charge 








Hare & Chase, Inc. 
Automobile Finance 
300 Walnut Street 
Philadelphia 


be 


The name Hare & Chase has 
fifty-eight years of business 








prestige behind it 














of the Savings Bank Division, has been 
appointed secretary of the Commerce and 
Marine Commission of the association, to 
succeed David B. Bunim. Mr. Bunim re- 
signed to accept a position with the real 
estate mortgage house of Halley, Knox & 
Koenig, New York. 


CORNELL LEAVES BANKERS TRUST 


Charles O. Cornell, manager of the in- 
dustrial department of the Bankers Trust 
Company, New York, has resigned to form 
the firm of Cornell, Linder & Co., Inc., 
which firm will conduct a business as con- 
sultants and investors in industrial enter- 
prises. 


KAHLER REPORTS MOST 
SUCCESSFUL YEAR 


Harry A. Kahler, president of the New 
York Title and Mortgage Company, New 
York, reported to the stockholders at the 
annual meeting that last year was the most 
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successful one in the history of the business, 
net earnings amounting to $4,747,646. 

James C. Brady, vice-president and di- 
rector of the Brooklyn Edison Company, 
has been elected a member of the board 
of the bank. 


PEOPLES NATIONAL, BROOKLYN, 
INCREASES SURPLUS 


The Peoples National Bank, Brooklyn, 
N. Y., has transferred $50,000 from undi- 
vided profits to surplus account, increas- 
ing the surplus to $300,000. 


CHANGES AT FIDELITY TRUST, 
PHILADELPHIA 


David S. Mathers has been elected treas- 
urer of the Fidelity Trust Company, Phila- 
delphia, Pa., to succeed George H. Kyd, 
retired after fifty-two years of service. 
E. B. Smyth has been elected assistant 
treasurer to succeed E. P. ‘Townsend, who 
has also retired after an equal service. 
Francis Travis Coxe has been elected safe 


GEORGE V. DREW 


Assistant vice-president Equitable Trust Com- 
pany, New York, in charge of the company’s 
recently opened Twenty-eighth street office, 

1 picture of which will be found in the 
Some Recent Bank Building Opera- 
tions section this month 
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superintendent, to succeed Clarence North, 
deceased. 


CHANGES AT PENNSYLVANIA 
TRUST, PITTSBURGH 
Louis P. Lavie has been elected assistant 
trust officer of the Pennsylvania Trust Com- 
pany, Pittsburgh, Pa., and Charles W. 
Wilson has been elected manager of the 
real estate department. 


CHANGE OF TITLE 


The Farmers National Bank of Rome, 
Rome, N. Y., has changed its corporate 
title to the Farmers National Bank and 
Trust Company of Rome. The bank has 
increased its deposits and resources over 
$1,000,000 in the last two vears. The state- 
ment as of December 31, 1925 shows loans 
of $2,631,082, cash and checks amounting to 
$119,180, deposits of $5,467,570, total re- 
sources of $6,053,886. Combined capital, 
surplus and undivided profits amount to 


$525,367. 


DISCOUNT CORPORATION OF 
NEW YORK 


The statement of the Discount Corpora- 
tion of New York, New York, as of Decem- 
ber 31, 1925, shows acceptances outstanding 
of $85,647,973, cash on hand of $2,770,259, 
and combined capital surplus and undivided 
profits of $7,696,234. 


ADVERTISING CLUBS CONVENTION 


H. Ennis Jones, assistant to the president 
Franklin Trust Company, Philadelphia, Pa., 
and chairman of the local committee of the 
Financial Advertisers’ Association, reports 
that the twenty-second annual convention of 









“Eyes on work...fingers on keys” 








“Touch method” keyboard of New 
Dalton “MULTIPLEX” Bank Ledger 
Posting and Statement Machine speeds 
posting work 25 per cent 








Hoe a stop watch on an oper- 
ator posting the old "hunt and 
pick" way, and you'll find more than 
25 per cent of the time consumed in 


fore and within easy range of oper- 
ator’s line of vision. 

Durability—the machine is so simply, 
so durably made that little mechanical 


Agents for Canada: The United Typewriter Co., Toronto and Branches 
Sales Agencies in ALL the Principal Cities of the World 


Dalton 


Adding-Calculating . Bookkeeping . State- 
ment and “ Cash Register” Machines 


The Dalton has been chosen the official adding and listing machine of the Sesquicentennial 
Exposition, Philadelphia, June 1 to December 1. 
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er ey and eyes from data to service is ever needed. N 
machine and beck aguin. This new Dalton model checks its . 
With the New Dalton"MULTIPLEX" own work, enabling the bank, if it 
Bank Ledger Posting and Statement so desires, to eliminate the expensive 
Machine, all these needless move- "call-back" system. Overdrafts, in- 
ments are eliminated. The scientif- cluding date, are automatically printed i 
ically correct 10-key Dalton "touch in red. Position of paper carriage t 
method" keyboard enables the oper- _ facilitates injection and removal of F 
ator to post with "eyes on work— _ sheets. Improved automatic carriage " 
fingers on keys." Posting work speed- _return makes this machine extremely 
ed up 25 per cent or more over the quiet in operation. All exclusive : 
old-fashioned method ! Dalton advantages ! y 
Besides, with this new machine you Phone the nearby Dalton Sales Agent t! 
get: —have him explain the advantages of a 
or = a the New Dalton "MULTIPLEX" C 
Simplicity —the machine is instantly Bank Ledger Posting and Statement i 
operable by anyone. Machine. Or write for free descrip- 
Visibility—all work immediately be- tive booklet. 
THE DALTON ADDING MACHINE SALES COMPANY 
Cincinnati, Ohio, U. S A. 
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the Associated Advertising Clubs of the 
World, to be held at the University of 
Pennsylvania, Philadelphia, Pa., June 20-25, 
will have for jts general theme “Advertising 
the Stabilizer of Prosperity.” Preparations 
are already being made by the Poor 
Richard Club of Philadelphia, which will be 
the host, for the entertainment of the dele- 
gates by an outdoor musical festival, a 
magnificent night parade, etc., to say noth- 
ing of the Sesquicentennial Exposition 
which will be in progress then. ‘These en- 
tertainments, however, will all be held after 
office hours, for the convention is to be a 
business congress. Over 10,000 delegates are 
expected, from all parts of the world. 


& 
New England States 


Comprising Maine, New Hampshire, Ver- 
mont, Massachusetts, Connecticut and 
Rhode Island. 


CONVENTION DATE 


New England Bankers Associations—at 
New London, Conn., June 18-19. 


HORNE TO REPRESENT EQUITAbLLE 
IN BOSTON 


Edward B. Horne is in charge of the 
Equitable Securities Company, Inc., Boston, 
the New England subsidiary of the 
Equitable Trust Company, New York, which 
opened for business January 11. 

Mr. Horne has been in the brokerage 
business in Boston for many years, and was 
formerly a member of the Boston Stock Ex- 
change. In 1918 he became affiliated with 
the Guaranty Trust Company, New York, as 
assistant secretary. Later he became the 
company’s Boston correspondent, and served 
in that capacity for about seven years, leav- 
ing to join the staff of the Equitable. 


HEAD BANK FOR 100 YEARS 


One hundred years ago Charles Perry, 
then 16 years old, became president of the 
Washington Trust Company, Westerly, R. 
I. He served in this office for fifty-five 
years, and when he left it the work was 
taken up by his son, Charles Perry, Jr., who 
has served for forty-five years in that posi- 
tion. So, for 100 years father and son have 
been president of the bank—a record that 
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MARKING ON BLUE PRINTS 


is believed to be unique in American 
banking. 


NEW TYPE OF BANK FOR 
MASSACHUSETTS 


A bill for the incorporation of the 
Mortgage Bank of Massachusetts, which 
will be a new type of venture for Massa- 
chusetts, has been filed in the state House 
of Representatives. The bank will be 
modeled along the lines of building and loan 
associations in New Jersey and California, 
and the Joint Stock Land Banks. It will 
differ from the Massachusetts co-operative 
banks in having, instead of a “guaranty 
fund,” paid-up guarantors’ shares totaling 
$500,000. As the bank grows, the number 
of shares issued will be increased so that 
the total guarantors’ shares will always 
equal at least 5 per cent. of liabilities. While 
the maximum loan of a co-operative bank 
is $8000, the new bank will be able to loan 
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amounts of $15,000 and upwards for the 
construction of homes’ or mercantile 
buildings. 

The instalment shares in the new bank, 
instead of having an ultimate value of $200 
only, payable at the rate of $1 per month, 
will have ultimate values of $100, $200, $300, 
$400, or $500, giving the borrowers greater 
latitude in the time for paying off their 
loans. Members will not be restricted in 
the number of paid-up or matured shares 
they may own. The plan has worked well 
in other states, and unless the bill for the 
company is killed by political opposition, it 
should be successful in Massachusetts. 


NEW ENGLAND TRADE BEST IN 
THREE YEARS 


The current rate of business activity in 
New England is higher than the average for 
the last three years, although it does not ex- 
ceed the high rate of activity reached last 
October, according to the monthly review of 
the Boston Federal Reserve Bank, issued 
by F. H. Curtiss, chairman and Federal 
Reserve Agent. 

Retail trade has been in exceptional 
volume, sales during December being the 
largest on record for that month, and re- 
ports for the first four weeks of January 
indicate that consumers are taking advan- 
tage of the special sales to a larger extent 
than they did a year ago. 

Further indications that goods are being 
distributed in large volume are obtained 
from reports of carloadings. Although 
activity in December was less than the year 
before in the textile mills, the cotton mills 
consumed more raw material than in No- 
vember, indicating a slight improvement at 
the end of the year. While woolen mills 
were less active in the latter part of 1925 
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than in the corresponding months of 1924, 
they have, nevertheless, increased their pro- 
duction markedly since last summer. They 
consumed more wool in December than in 
November, while the usual experience is for 
a smaller amount to be used. 

Raw wool prices were firm in the first 
three weeks of January. 

Conditions in the New England shoe in- 
dustry were less favorable than in the other 
two leading industries, output of shoes in 
each of the months of the last quarter of 
1925 being less than in the corresponding 
period for 1924. 

Shoe factories in other parts of the coun- 
try also reported a relatively small volume 
of production. 

Demand for workers at public employ- 
ment offices during the first half of January 
was less than in the first half of December, 
although larger than a year ago. The call 
for workers was relatively small, due to the 
low rate of production. 


PROPOSAL TO EXTEND BRANCH 
BANKING IN MASSACHUSETTS 


The present banking law of Massachusetts 
provides that trust companies may estab- 
lish one branch, which must be in the same 
town as the head office. Commissioner Roy 
A. Hovey has introduced a bill to liberalize 
this by removing the one branch limitation, 
allowing the establishment of branches in 
adjoining towns, in which no other such 
company is operating, and to prevent the 
consolidation of trust companies unless they 
are in the same town. The bill is supported 
by the Association of Trust Companies of 
Massachusetts, under the mistaken impres- 
sion that if the present McFadden Bill 
(H.R. 2) is passed, the national banks will 
have an advantage over the state banks in 
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the establishment of branches. ‘The Massa- 
chusetts Association of National Banks is 
opposing the bill on the ground that it will 
give an advantage to the trust companies. 


& 
Southern States 


Comprising the District of Columbia, Mary- 
land, Virginia, West Virginia, North 
Carolina, Scuth Carolina, Georgia, Florida, 
Alabama, Mississippi, Louisiana, Texas, 
Arkansas, Kentucky and Tennessee. 


CONVENTION DATES 


National Foreign Trade Association—at 
Charleston, S. C., April 28-30. 

Louisiana Bankers Association—at Mon- 
roe, April 14-15. 

Florida Bankers Association—at Jackson- 
ville, April 23-24. 

Arkansas Bankers <Association—at Hot 
Springs, April 27-28. 

A. B. A. (spring meeting of executive 
council)—at Pinehurst, N. C., May 3-6. 

North Carolina Bankers Association—at 
Durham, May 6-8. 

Mississippi Bankers 
Biloxi, May 11-12. 

Georgia Bankers Association—at Colum- 
bus, May 17-19. 

Texas Bankers Association—at Galveston, 
May 25-27. 


Association —- at 


Virginia Bankers Association—at Ro- 
anoke, June 17-19. 
A. I. B—at Dallas, Texas, July 12-17. 


CHANGES AT THE HIBERNIA BANK 


James H. Kepper and William H. Nalty 
have been elected members of the board of 
directors of the Hibernia Bank and Trust 
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Company, New Orleans, La. Mr. Kepper, 
who is a vice-president of the bank, has been 
with the institution for sixteen years, since 
hoyhood. Mr. Nalty is a leader in the pine 
lumber industry, and vice-president and 
general manager of the Hammond Lumber 
Company, Hammond, La. 

R. Joseph Druhan was promoted from 
assistant cashier to assistant vice-president. 
Charles H. Hendricks, of the new business 
department, W. Wilbur Pope, manager of 
the credit department, and Robert F. 
Schwaner, chief clerk were appointed 
assistant cashiers. 


PETERSBURG SAVINGS AND TRUST 
PROMOTIONS 






P. M. Pollard, cashier of the Petersburg 
Savings and Trust Company, Petersburg, 
Va., has been elected vice-president and 
chairman of the board, to succeed W. D. 
McKenney, resigned. Leslie A. Wingo, 
assistant cashier, was elected cashier, and 
J. W. Hubbard, general bookkeeper, was 
elected assistant cashier. 
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Bank of Charleston 


National Banking Association 


Charleston, $c. 


Established 1834 


The Bank of Charleston succeeded 
to business of liquidating branch 
Bank of the United States. 


Capital and Surplus . $1,500,000.00 


Resources . . . $12,500,000.00 


SOUTH TEXAS NATIONAL 
INCREASE CAPITAL 
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The South Texas Commercial National 
Bank, Houston, Texas, is to increase its 
capital from $1,000,000 to $1,500,000. P. J. 
Evershade, vice-president, who has _ been 
connected with the bank for over thirty- 
eight years, has resigned because of ill- 
health. He remains a member of the board 
of directors, however. 


GEORGIA BANK ENCOURAGES CORN 
GROWING 


For a number of years the production 
of corn per acre in the State of Georgia 
has been declining, and the farmers of 
Georgia have become more and more dis- 
gusted with corn as a crop. This, perhaps 
explains why there was a proposition, some 
time ago, in a meeting of some of the of- 
ficials of the state agricultural college, for 
a campaign to reduce the acreage. ‘To this 
proposal, however, H. Lane Young, execu- 
tive manager of the Citizens and Southern 
Bank, Atlanta, Ga., took vigorous excep- 
tion, advancing the idea that what was 
necessary was not reduction of acreage, but 
more production per acre. To this end he 
proposed to the state agricultural college 
officials and the Agricultural Committee of 
the Georgia Bankers Association, that if 
they. could form “corn clubs” in at least 
seventy-five counties in the state (each 
county offering some small prize to en- 
courage the organization of the club and 
the growth of better corn by making better 
preparations—better fertilization and cul- 
tivation), he would offer a prize of $1000 
for the best five acres of corn in the state 


grown during the year 1926. The only re- 
striction is that the corn must be grown on 
a commercial basis—that is, it must not 
cost more to grow it than it will sell for at 
the market. 

The proposition accepted by the 
agricultural committee of the association, 
and the campaign is now on. It is hoped 
that it will be successful, for the idea is 
economically sound. 


was 


ATLANTIC NATIONAL 
SIX 


PROMOTES 


At the annual meeting of the stock- 
holders of the Atlantic National Bank, 
Jacksonville, Fla., W. O. Boozer, assistant 
vice-president was made a_ vice-president; 
C. O. Little was advanced from cashier to 
assistant vice-president; G. E. Therry, 
formerly assistant cashier, was_ elected 
cashier; and T. L. Burnett, J. F. Girard, 
and T. C. MacEachin, Jr., were elected 
assistant cashiers, the last being designated 
assistant to the president. 


BANK MERGERS IN RICHMOND 


Two mergers are under way in Richmond, 
Va.—the combining of the State and City 
Bank and Trust Company with the Planters 
National Bank, and the consolidation of the 
First National Bank with the Merchants 
National Bank. 

The State and City and the Planters Na- 
tional merger will be effective March 1, and 
the name of the consolidated institution will 
be the State-Planters Bank and Trust Com- 
pany. The new institution will have de- 
posits of about $40,000,000 and total 
resources of about $50,000,000. It will be 
operated and managed by Julien W. Hill, 
president of the State and City Bank and 
Trust Company, Thomas B. McAdams, 
executive vice-president of the State and 
City, and W. Meade Addison, president of 
the Planters National, although the respec- 
tive offices they will hold have not yet been 
announced. 

The history of the State and City Bank 
and Trust Company will be found in 
Tue Bankers Macazine for December 
1922, page 1099, and that of the Planters 
National Bank in December 1925, page 
1013. 

No details of the merger of the First 
National Bank with the Merchants National 
are yet available, Special meetings of the 
stockholders of both banks have been called 
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THE FIRST NATIONAL BANK 
OF RICHMOND, VIRGINIA 

with 

EXPERIENCE — Over sixty years 

STRENGTH — Capital and Surplus 


OFFICERS—Experienced, capable and 


invites your business 


Resources over $37,000,000 


$4,000,000.00 


well versed on conditions 
and credits thruout this 
territory : 


JOHN M. MILLER, JR. 
President 








for February 24, at which time it is expected 
that more information will be available. 


RESERVE BRANCH URGED FOR 
CAROLINAS 


Since September 1924 North and South 
Carolina have been trying to get the Fed- 
eral Reserve Board to establish a branch in 
that district. Many petitions were filed, 
and, after about twelve months study, the 
Federal Reserve Bank of Richmond recom- 
mended to the Federal Reserve Board that 
a branch bank be established in the Caro- 
linas. After hearing the application last 
year, the Federal Reserve Board declined 
permission to establish the branch, at least 
temporarily, on the ground of expense. 
The bankers of the Carolinas, however, did 
not cease their efforts, and finally succeeded 
in getting a re-hearing on the question on 
January 15. Charlotte, Greensboro, and 
Wilmington, in North Carolina, and Colum- 
bia, Spartanburg, and Greenville, in South 
Carolina, are co-operating in urging the 
establishment of the branch, led respectively 
by Word H. Wood, president of the 
American Trust Company, Charlotte, N. 
C., and J. W. Norwood, president of the 


Norwood National Bank, Greenville, S. C. 
Once the question is decided favorably, how- 
ever, they will be competing with each other, 
for both states want the branch, and each 
of the three leading cities in each state 
wants the branch for itself. 

The decision of the Federal Reserve 
Board has not yet been announced. 


COMMERCIAL CREDIT COMPANY, 
BALTIMORE, MD. 


This institution recently made an offering 
of a new issue of $8,000,000 of 61% per cent. 
first preferred stock, which was quickly 
oversubscribed. The addition of about 
$10,800,000 ta net cash by this issue and the 
sale of additional common stock was 
not for the purpose of further expansion, 
but rather to cover expansion during the 
last year and to strengthen the company’s 
present position and to provide for normal 
requirements during the coming season. The 
present policy of the company was thus 
stated in a letter addressed to depository 
banks by A. E. Duncan, chairman of the 
board of the Commercial Credit Company: 

“Neither our company nor its affiliations 
have actively solicited business of new 
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1926 
THE CORPORATION MANUAL 


Twenty-seventh Edition 


A systematic arrangement of the Statutes 
in all states affecting both Domestic and 
Foreign Business Corporations, The Uniform 
Stock Transfer Act, Blue Sky Laws, Anti- 
Trust Laws, Forms and Precedents. Strong 
Buckram binding, 2381 pages. 


United States Corporation Company 


150 Broadway, New York 





customers for some three months and all 
of us have been keenly alive to the necessity 
of more stringent credit terms and of im- 
proving the character of our outstandings 
during good times in order to be well forti- 
fied against a period of depression. 

“We believe that in the various reports 
the total volume of instalment buying has 
been very greatly exaggerated, especially 
in lines other than automobiles. Now is 
the time, however, for conservative exten- 
sion of instalment, and especially motor 
credits, and bankers should urge their cus- 
tomers who are manufacturers, dealers and 
finance companies to co-operate to such end 
for the general good of all concerned.” 

The record made by the Commercial 
Credit Company from the standpoint of the 
investor appears from the following state- 
ment: 

“An original investment in June, 1912, 
of $1000 in ten shares common stock, par 
$100, will, after giving effect to present 
financing, be represented by 409.2. shares 
no par value common stock, which, at pres- 
ent prices and allowing for the stock divi- 
dend, is now worth approximately $15,675 
In addition, the original holder has_re- 
ceived an average annual cash dividend of 
19.94 per cent., and from January 1, 1926 
it is intended to pay an annual cash divi- 
dend of $2 per share, or $818.40 per annum 
on 409.2 shares, which is 81.84 per cent. on 
the original investment.” 

The consolidated financial statement, as 
of November 30, 1925, after giving effect 
to the new financing shows cash paid capi- 
tal and surplus of $31,241,525, with cash 
resources of over $130,000,000. It is stated 
to be the largest organization of its kind 
in the world. 


Middle States 


Comprising Ohio, Indiana, Illinois, Michigan, 
Wisconsin, Minnesota, lowa and Missouri, 


CONVENTION DATES 


Illinois Bankers Association—at Spring- 
field, June 16-17. 

Iowa Bankers Association—at Sioux City, 
June 21-23. 


CHANGES AT ILLINOIS MERCHANTS 
TRUST 


Frank F. Taylor, for many years secre- 
tary of the Illinois Merchants Trust Com- 
pany, Chicago, has been made a_ vice- 
president; Howell W. Kitchell, assistant 
secretary, has been elected — secretary. 
Other changes include the promotions of 
H. M. Hanson, Paul C. Butcher, Norman 
B. Freer, and M. W. Lowell to positions 
as assistant secretaries. 

In the banking department, John J. 
Mitchell. Jr., son of the president of the 
bank, and T. Philip Swift, were made assist- 
ant cashiers. New official positions as 
assistants to vice-presidents were created 
for Harold H. Shockey and Robert 5. Hotz. 

F. D. Connor has resigned as manager 
of the business extension department, as 
noted in these columns last month. This 
department has been consolidated with the 
advertising department under the direction 
of Carl A. Gode as manager. 


NEW DIRECTORS FOR UNION TRUST 


Daniel Willard, president Baltimore & 
Ohio Railroad; Guy A. Richardson, vice- 
president and general manager Chicago Sur- 
face Lines; and Carl A. Johnson, president 
Gisholt Machine Company, Madison, Wis., 
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Alfred H. Swayne 


lotors Corporation. 
Curtis C. Coo 
President <a 
Albert L. Deane 
Vice President 
Pierre S. duPont 


Chairman, General Motors Corporation 
and E. I. duPont de Nemours & Co. 


Lammot duPont 


Finance Committee, General Motors 
Corporation. 








GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Offices: 
250 West 57th Street, New York City 


7 obligations of this institution are selected as appro- 
priate and sound mediums for short term investment by a 
large banking clientele. They may be obtained in convenient 
denominations and suitable maturities. 


DIRECTORS 


hairman— Vice Presideni, General 


O. H. P. LaFarge 
General Motors Corporation 
Seward Prosser 
Chairman, Bankers Trust Company, 
New Yor 
John J. Raskob 
Chairman, Finance Committee, General 
Motors Corporation 
Alfred P. Sloan, Jr. 
resident, General Motors Corporation 
John J. Schumann, Jr. 
Vice President 
Donald M. Spaidal 
Vice President 
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were added to the board of directors of the 
Union Trust Company, Chicago, at the 
annual stockholders meeting. 

F. W. Loco was advanced from assistant 
cashier to assistant vice-president. The 
following new appointments were made: 
F. G. Murbach as assistant cashier and man- 
ager savings department, A. T. Sihler as 
manager investment department, L. E 
Wilson as assistant cashier, W. S. Davis 
as assistant trust officer, and J. J. 
Buechner as auditor. 

Frederick H. Rawson, chairman of the 
board, has presented to the Rush Post- 
Graduate School of Medicine of the Uni- 
versity of Chicago a laboratory for medical 
research five stories high, containing a large 
library, class, reception, examination rooms 
and laboratories. It is located on the site 
of the old Rush Medical College. 


NATIONAL BANK OF THE REPUBLIC 


Aaron Colnon, of John E. Colnon & Sons, 
has been elected to the board of directors of 
the National Bank of the Republic, to fill 
the vacancy caused by the death of Silas J. 
Llewellyn. 

C. P. Walker has been elected vice- 


president in charge of the savings division; 
C. W. Fritz has been advanced from assist- 
ant cashier to assistant vice-president; and 
W. E. Toon has been elected trust officer. 

Thomas H. O’Connor, formerly assistant 
vice-president of the bank, has been elected 
treasurer of the National Republic Com- 
pany, an affiliated institution. 


LAKE SHORE’S BUILDING CONTEST 
DRAWS ENTRIES 


The Lake Shore Trust and Savings Bank, 
Chicago, Ill, has offered two gold medals 
for the best architecture in the north cen- 
tral district of that city; one for the most 
beautiful new structure, and one for the 
finest remodeled building. More than twenty 
entries in each class were made. The con- 
test closed January 31. 


GUARDIAN TRUST COMPANY, 
CLEVELAND 


The Guardian Trust Companty, Cleveland, 
O., opened its ninth branch, the Arlington- 
Eddy branch, on January 16. The new 
branch is in charge of L. O. Bond, for 
nine years a member of the Guardian staff. 
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He was formerly assistant treasurer of the 
Middlefield Banking Company. 

Francis W. Treadway, director, and 
member of the finance and executive com- 
mittees of the company died on December 
24, 1925. He was once lieutenant governor 
of the State of Ohio. He was a member 
of the law firm of Treadway & Marlatt 
and was an officer or director in a number 
of companies. 


CHANGES AT FIRST NATIONAL 
IN ST. LOUIS 


Thomas R. Akin, president Laclede Steel 
Co., St. Louis, Mo., and John M. Olin, 
vice-president Western Cartridge Co., Alton, 
Ill., have been elected to the board of 
directors of the First National Bank in 
St. Louis. 

Bruce Ramsey has been elected an assist- 
ant vice-president. He entered banking 
before the war, and after volunteering his 
services for war was assigned to the 
Treasury Department. At the close of the 


war, he came to the St. Louis Union Bank, 
representing the bank in Arkansas and 
IMuisiana. Since the St. Louis Union Bank 
merged with two other institutions as the 
First National Bank in St. Louis, Mr. 
Ramsey has been employed in the new 
business department soliciting commercial 
accounts in St. Louis and other large cities. 
He will continue in this capacity as an 
official. 


COLONEL AYRES HONORED 


At the eighty-sixth annual meeting of the 
American Statistical Association, held in 
New York recently, Col. Leonard P. Ayres, 
vice-president of the Cleveland Trust Com- 
pany, Cleveland, O., was elected president. 

The American Statistical Association is 
the oldest of the scientific associations in 
America, and one of the oldest in the world. 
In its list of former presidents appear the 
names of many men distinguished in the 


fields of economics and statistics. Election 





COLONEL LEONARD P. AYRES 


Vice-president Cleveland Trust Company, Cleve 
land, O., who was recently honored with the 
presidency of the American Statistical 
Association 


to the presidency of the association is re- 
garded in scientific circles as an important 
distinction. 

Col. Ayres was also recently elected 4 
trustee of the American Bankers Associa- 
tion Educational Foundation. 
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es Will it be economical to heat ? 
rid. Will it be inexpensive to keep up? 


a Will it be durable? 
‘ion Will it be easy to sell? 


Your first mortgage will expire in five years. And building autho1- 
ities agree that five years from now the house that does not meet 
these requirements will be out-of-date, hard to dispose of. 


Celotex Insulating Lumber is the only building material which 
provides a positive answer to the above important questions, and 
is not an extra item in the building. 


Used in outside walls as sheathing, replacing wood lumber; and 
on inside walls under plaster, replacing lath; Celotex gives these 
great advantages at little or no extra cost. 


Naturally homes built with Celotex are better collateral. They cosi 
less for upkeep—require less fuel to heat— suffer less depreciatior 
—and readily sell or rent at a good price. 


Already more than 60,000 progressive families have built with 
Celotex. The Celotex Company produces more insulation used 
for general building purposes than all other insulation manufac 
turers combined. 


Ask your architect, contractor or lumber dealer to tell you more 
about Celotex. Leaders in these lines recommend its use. Have 
your secretary write for a copy of the Celotex Building Book 
It explains house insulation fully. 





THE CELOTEX COMPANY, CHICAGO, ILLINOIS 
- Mills: New Orleans, La. 
Branch Sales Offices in many principal cities 

(See telephone books for addresses) 
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Power Utilities 


Specializing in organ- 
izing and extending 
plants, including the 
planning of new lay- 
out and equipment. 
All work done prompt- 
ly and well. 


Harold A. Danne 


Engineer 
41 PARK ROW, NEW YORK 
Tel. Cortland 2142 | 





























SIX NEW VICE-PRESIDENTS FOR 
FIRST NATIONAL, CHICAGO 


James B. Forgan has been elected a vice- 
president of the First National Bank of 
Chicago, of which his late father was head 
for a quarter century. Walter M. Heymann, 
president of the Liberty Trust and Savings 
Bank, Chicago, was also elected a_ vice- 
president of the First National. He will 
also continue as chairman of the board of 
the Liberty Trust. 

A. N. Cordell, Hl. A. Anderson, and H. 
P. Snyder were advanced from assistant 
vice-presidents to vice-presidents; and Emil 
A. Stake, who has been in charge of the 
New York office of the First-Chicago Cor- 
poration, was elected a vice-president. A. 
B. Johnston was promoted to assistant vice- 
president. M. J. Hardacre and Albert 
G. Keck were made assistant cashiers. 

In the First Trust and Savings Bank, 
William K. Harrison was promoted from 
assistant cashier to assistant vice-president; 
F.. FE. Schmus was appointed assistant cash- 


ier; and H. H. Benjamin and R. L. Grinnell 
were made assistant secretaries. 

J. H. C. Templeton was made vice- 
president of the First-Chicago Corporation, 
and will succeed Mr. Stake in the New York 
office. 


ELECTIONS AT UNION TRUST, 
CLEVELAND 


J. C. Royon of the law firm of Stearns, 
Chamberlain & Royon, has been elected 
vice-president of the Union Trust Company, 
Cleveland, O., to assist W. M. Baldwin, 
executive manager, in the management and 
operation of the estates trust department 
of the bank. Mr. Royon was born at 
Greenville, O., October 15, 1880. He at- 
tended college and law school at Ohio State 
University, Columbus, O., graduating in 
1902 and started law practice in the office 





J. C. ROYON 


Recently elected vice-president of the Union 
Trust Company, Cleveland, O., where he will 
assist in the management of the estates 
trust department 


of Stearns & Chamberlain, later becoming 
a member of the firm. At the time of the 
formation of the First Trust and Savings 
Company, Cleveland, he acted as legal con- 
sultant for that bank on matters having 
to do with wills and trusts. 

Emil Joseph, who has practiced law 
Cleveland for thirty-five years, specializing 
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in corporate and individual estate work, 
has been added to the trust committee of 
the company. 

A. W. Lewis has been elected auditor; 
R. L. Williams, W. A. Hartford, and W. 
H. Freytag, assistant treasurers; C. A. 
Morgan, assistant secretary; and C. S. 
Bechberger, formerly assistant secretary, 
has been elected assistant vice-president. 


RECORD DEPOSITS IN MINNEAPOLIS 
SAVINGS BANK 


On January 14, 1926, the savings deposits 
in the Farmers and Mechanics Savings 
Bank, Minneapolis, Minn., passed the $50,- 
000,000 mark, and reached a total of $50,- 
299,209, according to Thomas F. Wallace, 
treasurer. This total represents accounts 
from more than 100,000 depositors. The 
bank claims the distinction of being the 
largest exclusively savings bank in the 
country, west of Cleveland. 


WHITFIELD VICE-PRESIDENT 
FEDERAL COMMERCE 
TRUST 


R. J. Whitfield has been elected a vice- 
president of the Federal Commerce Trust 
Company of St. Louis. He is in charge 





R. J. WHITFIELD 


Recently advanced from assistant treasurer to 
vice-president in charge of the municipal 
bond buying of the Federal Commerce 
Trust Company, St. Louis, Mo. 
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GULF STREAM 
BREEZES 


singing thru the palms a song of 
sunshine, happiness and health in 
the playground of society and the 
winter sports center of the nation— 
More than one hundred delightful resort 
hotels convenient to all-year bathing 
along miles of ocean beach, close to 
golf, tennis, polo, canoeing, motor boat- 
ing,: and the world famous fishing 
grounds of the Florida Keys. 
For information regarding hotels, apartments, 
homes, business opportunities, in Winter or 
Summer, address 


CHAMBER OF COMMERCE 
Miami Beach - - Florida 











of the municipal bond buying, and was 
formerly assistant treasurer. 

Mr. Whitfield joined the bond depart- 
ment of the National Bank of Commerce 
in St. Louis, of which the Federal Com- 
merce Trust Company is a part, five years 
ago. He was educated in the University 
of Mississippi and Johns Hopkins, and 
studied law in the University of Texas. 


THOMPSON SAVINGS BANK’S 
CORN SHOW 


Two years ago a vice-president of the 
Thompson Savings Bank, Hudson, Mich., 
was told by a corn breeder that the farmers 
in that community could nearly double their 
yield of corn by selecting pure bred, fertile 
seed, bred for productiveness. That was 
the first inkling the people of that section 
had had that corn could be bred for higher 
yielding qualities—and corn is the most im- 
portant crop of the community. Impressed 
with the idea, after consultation with the 
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state agricultural college, the bank decided 
to establish a corn show, to encourage the 
growing of better corn. Considerable news- 
paper advertising and personal appeals were 
necessary, in addition to the offering of 
liberal cash prizes, to interest the farmers 
enough to select corn for an exhibit. Re- 
movable trays were constructed and set up 
in the lobby of the bank, to hold the dis- 
plays of corn. The agricultural college 
provided judges, who spent two or three 
days at the show, answering all questions 
asked by the farmer clients of the bank— 
about the selection of seed corn, how to 
breed for productiveness, how to eradicate 
corn diseases, etc. The judges explained 
to interested groups how they could, by 
“ear row testing” their seed corn, produce 
a strain of corn that would yield nearly 
130 bushels of shelled corn per acre instead 
of thirty or forty bushels, which is about 
the average yield. 

This began two years ago, and the bank 
has held a corn show every year since. 
The result of these efforts show in the 
fact that using “ear row testing” this year 
one of the local farmers produced 119 
bushels of shelled corn per acre. Two ears 
of corn looking equally good are often 
shown by the “ear row test” to vary widely 
in productiveness. At the third annual 
show, held in November, 1925, according to 
W. R. Thompson, vice-president of the bank, 
the exhibits were very superior in type and 
quality to the entries of either of the 
former years. 


CHANGES AT GUARDIAN TRUST, 
CLEVELAND 


Allan B. Cook, manager of the business 
extension department Guardian Trust Com- 
pany, Cleveland, O., has been elected a 


vice-president. Before his coming to Cleve- 
land, two years ago, Mr. Cook was for five 
years with the Bankers Trust Company, 
New York, and later, assistant secretary 
of the Asia Banking Corporation, New 
York. He is author of a book, “Financing 
Exports and Imports,” and a member of 
the publicity committee of the Trust Com- 
pany Division of the A. B. A. 

T. F. Buzard, H. J. Coates and O. H. 
Gray, assistant trust officers have been made 
assistant secretaries; E. L. Neuswander, 
chief clerk in the bond department, has 
been made an assistant treasurer; and R. 
R. Emmick, of the estates department, has 
been made an assistant trust officer. 

Paul A. Sihler, assistant manager of the 


ALLAN B. COOK 


Recently advanced from manager of the business 
extension department to vice-president Guardian 
Trust Company, Cleveland, O. 


bond department, has been advanced to 
manager. 

During 1925 the Guardian Trust added 
$274,708 to its undivided profits account, 
due to the steady growth in practically 
all departments. 
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Our prices—Less than you think 


Send for our estimate blank so that you may re- 
ceive samples and prices of the best Christmas 
Club supplies in the world 


OUTCAULT ADVERTISING COMPANY 
221 EAST 20th STREET, CHICAGO, ILL. 




















PROMOTIONS AT FIRST 
WISCONSIN BANKS 


George B. Luhman, trust officer of the 
First Wisconsin Trust Company, Mil- 
waukee, Wis., has been elected vice- 
president, succeeding Clyde H. Fuller, re- 
signed. J. W. Campbell and Oliver O. 
Barth were named assistant secretaries. 
The capital stock of the company was in- 
creased from $800,000 to $1,000,000 by 
transferring $200,000 from surplus. Capital 
stock and surplus both stand at $1,000,000 
each. 

R. E. Wright, advertising manager of 


GEORGE B. LUHMAN 
Recently advanced from trust officer to vice- 
president First Wisconsin Trust Company, 
Milwaukee, Wis. 


the First Wisconsin National Bank, has 
been elected assistant vice-president. 


BATES NEW HEAD OF FIRST 
TRUST, AKRON 


George D. Bates, senior vice-president 
the First Trust and Savings Bank, Akron, 


GEORGE D. BATES 
Newly elected president First Trust and 
Savings Bank, Akron, O. Mr. Bates is a son 
of the founder of the bank, and has been 
with the bank for forty-one years, serving 
lately as senior vice-president 


O., has succeeded C. I. Brunner as presi- 
dent. Mr. Brunner has been made chair- 
man of the board. 

Other changes include the following pro- 
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motions: T. S. Eichelberger from assistant 
treasurer to secretary, and Howard Merry- 
weather from assistant treasurer to treas- 
urer. 

The new president is the son of the 
founder of the bank, which was originally 
incorporated in 1855, as the private bank- 
ing house of George D. Bates and Com- 
pany. He has been with the bank for 
forty-one years, beginning as a messenger, 
and advancing through all the departments 
to his present post at the top. 

The First Trust and Savings Bank has 
over 50,000 customers, and total resources 
of about $33,000,000. 


& 


Western and Pacific 
States 


Comprising North Dakota, South Dakota, 
Nebraska, Kansas, Montana, Wyoming, 
Colorado, New Mexico, Oklahoma, Wash- 
ington, Oregon, California, Idaho, Utah, 
Nevada, Arizona, and Alaska. 


CONVENTION DATES 


California Bankers Association—at San 
Francisco, May 26-29. 

Washington Bankers Association — at 
Walla Walla, June 8-10. 

South Dakota Bankers Association—at 
Watertown, June 15-16. 


Colorado Bankers Association—at Glen- 
wood Springs, June 25-26. 

American Bankers Association—at Los 
Angeles, October 4-6. 

New Mexico Bankers’ Association—at 
Roswell, October 22-23. 


CHANGES AT CITIZENS BANKS, 
LOS ANGELES 

O. Rey Rule, vice-president Pacific 
Finance Corporation, and John G. Mott, 
president Los Angeles Bar Association, 
have been elected to the board of the 
Citizens Trust and Savings Bank, Los 
Angeles. F. E. Forker has been elected 
vice-president and superintendent of branch- 
es; Frank C. Mortimer, vice-president; and 
F. B. Gonzales, assistant vice-president. 

C. Sumner James, who is also a vice- 
president of the Citizens Trust and Savings 
Bank, has been elected a vice-president of 
the Citizens National Bank, Los Angeles. 
Chester A. Rude has advanced from assist- 
ant vice-president to vice-president. 

The deposits of the Citizens banks have 
shown remarkable progress during the past 
few years; an increase of 17 per cent. in 
deposits took place during 1925, and com- 
bined resources now amount to $118,000.- 
000. 


BIG MERGER PROJECTED 


R. E. Miller, president Liberty Bank, 
San Francisco, Calif., recently announced 
that arrangements have been completed for 


Left to right: Chester A. Rude, Frank C. Mortimer, and C. Sumner James, vice-presidents Citizens 
National Bank, Los Angeles, Calif. Mr. Rude was recently advanced from assistant vice-president 
to vice-president ; Mr. Mortimer has recently been elected vice-president of the Citizens Trust 
and Savings Bank also; and Mr. James, already a vice-president of the Citizens Trust and 

Savings, recently became a vice-president of the Citizens National 
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METHOD 


‘“‘The Value of Fresh Air’’ 


Winter is the time for intensive business. Preventable sick- 
ness, absenteeism and inefficiency cause serious losses. 
Greater profits result if your employees breathe pure air. 


Vacations with pay for your employees are an investment in 
health and ambition. The investment will soon be lost unless 
a healthful atmosphere is maintained during the cold season. 


Modern science demands ventilation with cool, fresh air. By 
the Gerdes Method of Ventilation healthful and invigorating 
unheated fresh air is diffused without causing draft or chill. A 
booklet fully describing this method and giving references of 
the highest character will be sent on request. 


Theodore R. N. Gerdes, M. E. 


Engineer, Manufacturer, Contractor 


105-107 Bank Street, New York City 
Telephone Watkins 2893 


GERRES 


GERDES 

















the merger with the Liberty Bank of the bank since 1917, with the exception of a 
Bank of America, Los Angeles, Calif. It period of about eighteen months when he 
remains for the merger to be approved by 
the State Superintendent of Banks. The 
new institution will be one of the strongest 
in the state. The Liberty Bank is the 
subsidiary of the Bancitaly Corporation 
that has been growing so rapidly of late. 


KEMPER SUCCEEDS McLUCAS IN 
COMMERCE TRUST 


A. F. Adams, chairman of the board of 
the Commerce Trust Company, Kansas City, 
Mo., since 1922, has given up his active 
executive duties at the bank, in order to 
devote his attention to the interests of 
Theodore Gary & Co., of which he is presi- 
dent. He retains, however, chairmanship 
of the executive committee. 

W. S. McLucas, for the last three years 
president of the bank, has succeeded Mr. 
Adams as chairman of the board. James 
M. Kemper has succeeded Mr. McLucas 
aS president, and Albert Newman has suc- 


ceeded Mr. Kemper as executive vice- 
Who has succeeded A. F. Adams as chairman 


president. 
> . ‘ of the board of the Commerce Trust Com- 
Mr. Kemper has been associated with the pany, Kansas City, Mo. 
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W. S. McLUCAS 
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JAMES M. KEMPER 


The new president of the Commerce Trust 
Company, Kansas City, Mo. 


was engaged in investment banking with 
the National City Company in California. 
He has been successively assistant treasurer, 
treasurer, and vice-president of the bank, 
having been elected to the latter office in 
1922. 

Mr. Newman has had a banking experi- 
ence of about twenty years as an officer 
of several banks in Kansas and Missouri, 
and as a national bank examiner in Kansas, 
Oklahoma, and Texas. He has been with 
the Commerce Trust Company since Sep- 
tember 1919. 


NEW DIRECTORS OF CALIFORNIA 
TRUST 

Five new directors have been added to 
the board of the California Trust Company, 
Ios Angeles, Calif: Godfrey Edwards, 
president Edwards & Wildey Co.; R. D. 
Mathews, comptroller Union Oil Company; 
Moye Stephens, of the firm of Stephens & 
Stephens, attorneys; Elvon Musick, of 
Musick, Burr & Pinney, attorneys; and 
Lewis E. Bliss, vice-president California 
Bank. 


MID-WEST SAVINGS CONFERENCE 


H. C. Brent, president Fidelity Trust and 
Savings Bank, Kansas City, Mo., and chair- 


ALBERT NEWMAN 


Vice-president Commerce Trust Company, Kansas 
City, Mo., who has recently been advanced to 
executive vice-president 


man in charge of arrangements for the Mid- 
West Savings Conference of the A. B. A. 
to be held in Kansas City, March 4-5, an- 
nounces that the speakers will include 
Frank P. Bennett, editor of the United 
States Investor; Thomas F. Wallace, treas- 
urer Farmers and Mechanics Bank, Min- 
neapolis, and president of the Savings 
Bank Division; W. Espey Albig, deputy 
manager of the division, and Miss Lulu A. 
Grogan of Duluth, Minn. The addressess 
will discuss the school savings plan, and 
various ways of making the work of the 
A. B. A. and the division effective. 


& 


Dominion of Canada 


Nova Scotia, New Brunswick, Quebec, On- 
tario, Manitoba, Saskatchewan, Alberta, 
British Columbia, Newfoundland, Prince 
Edward Island, and Yukon. 


ECONOMIC CONDITIONS IN CANADA 
By J. W. Tyson 


NNUAL reports of banks and other 
financial institutions and industrial 
corporations now appearing indicate an 
improvement in business conditions in 1925. 
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FIRST WISCONSIN NATIONAL BANK 


CAPITAL AND SURPLUS TEN MILLION DOLLARS 





This improvement evidently occurred dur- 
ing the latter months of the year following 
the assurance of profitable farm crops. The 
advance in the stock market which has 
taken place is obviously out of proportion 
to the improvements indicated in these re- 
ports and the deduction may, therefore, be 
made that further improvement may be 
reasonably anticipated during the first half 
of 1926 at least. The statements being 
published are by no means uniform and 
indications are not lacking that the very 
unsettled political situation is having its 
effect particularly on those industries which 
have been built up behind the protective 
tariff. There is evidence that in many lines 
importations are preventing the Canadian 
manufacturer from getting the full benefit 
of the improved buying power of the com- 
munity. The business community generally 
would like to see another federal election 
which would have the effect of ending the 
present uncertainty and would probably re- 
sult in a return of a government with a 
Majority sufficient to enable it to tackle 
national! problems in an effective way. 
Various phases of improvement in the 


situation have been dealt with by leaders 
in the banking world at the annual meet- 
ings of the chartered banks. Sir John 
Aird, president of the Canadian Bank of 
Commerce, Toronto, made reference to the 
fact that the improvement resulting from 
the very satisfactory harvest after the first 
half of the year had proved disappointing. 
He brought out the interesting point that 
the present generation of business men have 
been trained in a sellers’ market and have 
to adapt themselves today to a buyers’ 
market. He declared that the financial 
consequences of the war are by no means 
over and that the relation between con- 
suming power and income at the present 
time is a very delicate one in the case of 
many. Not only is there a large body of 
consumers whose incomes have not been ad- 
justed to the present level of prices and 
are not likely to be so adjusted for some 
time to come, if ever; but it is also prob- 
able that at no time in the history of the 
world have so many nations been forced, 
by circumstances beyond their control, to 
seek the cheapest market in which to buy. 
To these facts was due the hesitancy of the 
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market in the years since the war. W. G. 
Gooderham, president of the Bank of 
Toronto, Toronto, emphasized the need for 
increased population as a basis for better 
business, with greater production and in- 
creased foreign trade. With regard to the 
decline in bank loan figures, he stated that 
the falling off was not so much a sign of 
lessened activity as of continued liquida- 
tion of debts, the public financing by in- 
dustrial corporations, and the smaller vol- 
ume of money used in the handling of 
western grain crops through the operation 
of the grain pools. The great expansion of 
the power industry in Canada was mentioned 
by Sir Herbert Holt, president of the Royal 
Bank, Montreal, as one of the factors in 
the business situation. The per capita 
power production in Canada is nearly twice 
that of the United States, and Sir Herbert 
saw evidence that the country was at last 
awakening to the real importance and value 
of power in the development of home in- 
dustries. He referred to the need of con- 
serving natural resources and_ prohibiting 


the export of power in order to bring about 
industrial development within the country. 
Sir Herbert also referred to the heavy tax 
burden being carried by the Canadian peo- 
ple, pointing out that the total taxes paid 
in Canada in 1923 amounted to nearly twice 
the value of Canada’s wheat crop and prac- 
tically one-quarter of the country’s net pro- 
duction. 

Heads of the Canadian textile companies 
point to the reduction in duties on textile 
products and increased imports from 
European countries as having a direct effect 
on Canadian textile plants. Not only do 
the Canadian manufacturers face materially 
higher costs because of wages paid to main- 
tain the country’s higher standard of living, 
they point out, but also as the result 
of depreciation of European currencies 
these foreign products can be brought in 
at a very low price in Canadian money, with 
the present tariff offering no effective pro- 
tection. So serious has this competition of 
cheaply made European textile products 
become that one big Canadian concern at 
least has been considering the advisability 
of establishing a plant in Europe to take 
advantage of cheap labor and other con- 
ditions favorable for making such products 
for the Canadian market. Such a project 
would be merely on the basis of ability to 
compete with foreign manufacturers now 
enjoying these favorable conditions in ship- 
ping their goods into Canada. 

While the financial authorities in the 
United States are giving a great deal of 
consideration to the credit situation, and 
particularly to the effect of the extensive 
adoption of the instalment selling plan, 
there is no indication that as yet Canada 
is finding a demand for money in keeping 
with the supply. The government returns 
of the chartered banks indicate that at 
no time in the country’s history has there 
been such a large surplus of savings de- 
posits over current loans. There is evi- 
dently plenty of capital available to finance 
sound business expansion. As to the in- 
stalment selling situation itself, the Canadian 
bankers feel that it has not reached any- 
thing like the proportion in Canada that 
it has in the United States and that there 
is nothing to be apprehensive about in the 
situation in Canada. 

The effect of a determination on the part 
of taxpayers to curtail municipal expendi- 
tures is to be found in the general defeat 
of money by-laws in the recent elections. 
Annual statements of scores of municipali- 
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ties throughout the country show a decided 
tendency to curtail. Estimates are being 
pared down more assiduously than for some 
years. This evidence of appreciation of 
taxpayers that they must pay for public 
expenditures has not, however, as yet had 
its effect in regard to the federal Govern- 
ment, voters in one part of the country evi- 
dently believing that they can get public 
works carried out at the expense of voters 
in other parts of the country. The fact 
that municipal borrowings in Canada in 
1925 were less than $50,000,000 as compared 
with $86,000,000 in 1924 is evidence of the 
tendency referred to. Borrowings of pro- 
vincial governments also showed consider- 
able reductions. British Columbia has 
passed legislation to reduce the rates on 
income. The federal Government is prom- 
ising tax reduction, but thus far nothing 
definite has been done to equalize the situa- 
tion between residents of this country and 
of the United States. 

The tendency towards amalgamations and 
mergers looking to the reduction of the cost 
of distribution as between farmers and 
manufacturers and consumers has been re- 
sponsible for a number of several important 
trade developments. One of these has been 
the formation of the Federated Distributors, 
Ltd, a buying group of some twenty-four 
retailers. The twenty-four firms in this 
group have a buying power of about $10,- 
000,000 a year. As the result of this move 
these stores expect to be in a better po- 
sition to compete with the chain stores and 
the mail order houses. 

The Canadian cattle industry is greatly 
interested in the talk at Washington of a 
reduction in the American tariff on Can- 
adian livestock. The American market 
would be a great asset to the raisers of 
cattle in Canada but the point is made that 
it would be a doubtful advantage without 
assurance that it would have permanency 
and would not again be closed at the whim 
of a new administration. During the war 
this market was opened to Canadian cattle 
and heavy exports were made. Prior to 
that, Canadian breeders had produced a 
finished type for export to the British 
market. When the Fordney tariff was im- 
posed, it meant that the Canadian farmer 
had to again produce a type suitable for 
the British market. This has taken about 
five years and the Canadian stock raiser 
‘8 only now noting a recovery from the 
depression following the closing of the 
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American market and the sacrifice of cattle 
suitable for shipment there. 

In the pork packing industry Canada also 
faced a difficult situation after the war. 
During the conflict it was a case of quantity 
rather than quality and Canadian bacon 
lost its high standing on the British market. 
After the Armistice, Denmark was in a 
position to step in with a quality product 
and Canada had to launch into a campaign 
which went right back to the farm and 
educated the farmer as to the type of bacon 
hog to produce. It took a couple of years 
to work out the change but Canada is today 
in a position to export considerable quanti- 
ties of bacon of quite as good a quality as 
that of Denmark. 


LAMB VICE-PRESIDENT OF BANK 
OF TORONTO 


Appointment of General Manager John 
R. Lamb as vice-president and director of 
the Bank of Toronto, Toronto, was an- 
nounced at the annual meeting of sharehold- 


ers recently. In analyzing the business 
outlook, Mr. Lamb made pointed reference 
to the uncertain political outlook. He ob- 
served that political matters should be 
avoided, preferably on such occasions as 
meetings of bank shareholders, but main- 
tained that it was a matter of grave con- 
cern, and that every question should be 
considered and decided from the standpoint 
of good business, rather than from the 
standpoint of good politics. 


BANK OF COMMERCE 


An increase in profits and a_ well- 
maintained position in the industrial and 
commercial life of the country, are features 
of the annual report of the Canadian Bank 
of Commerce, which will, no doubt, be found 
satisfactory to the shareholders, and will 
in some measure, explain the marked ad- 
vance which has taker place in the shares 
of this institution during recent months. 
Interest bearing deposits have grown, and 
demand deposits are much larger. The 
liquid position has been strengthened in 
the direction of larger investments in 
gilt-edge securities. The net profits of 
$3,487,213 compared with $3,424,722 in the 
previous year. 

The bank’s assets increased by over $15,- 
000,000, and stand at $525,312,445. The 
most notable increase in deposits was in 
non-interest-bearing accounts. The total 
under this category is shown at $121,526,- 
485, as against $105,464,978 for the pre- 
ceding year. Deposits bearing interest 
stood at $298,330,941, an increase of nearly 
$700,000. 

Quick or readily available assets, con- 
sisting of cash, bank balances, securities 
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and call loans, have increased to $262,303,- 
763 from $240,759,083 a year ago. It is 
noted that, although last season’s western 
grain crop was one of the largest on record, 
the bank—which has a large share in the 
financing of the movement of the grain crop 
each year—did not find it necessary to bor- 
row from the Government under the provi- 
sions of the Finance Act. 


BANK OF TORONTO 


Increased profits for the year ending 
November 30, 1925, are reported by the 
Bank of Toronto, Toronto. These are shown 
at $1,012,964, against $968,204 for previous 
year—an increase of $44,759. 

During the year the deposits have in- 
creased from $77,883,671 to $84,710,197, an 
increase of $6,826,525, representing a very 
substantial patronage by the public. 

The bank’s total assets have ipcreased 
from $103,508,897 to $110,966,887, a growth 
of $7,457,990 for the year. The proportion 
of immediately available liquid assets shows 
a substantial and very satisfactory increase. 


ROYAL BANK’S GROWTH 


Partly as the result of the absorption 
of the Union Bank and a bank in South 
America, but also because of aggressive 
development within the whole organization, 
the Royal Bank of Canada, Montreal, in 
its annual statement for the year ending 
November 30, 1925, shows an increase in 
assets of nearly $205,000,000 to a total of 
$788,£00,000. This indicates that the Royal 
is now a real contender for leadership 
among the Canadian banks in this respect. 
The figures from the October government 
return place the “big four” as follows, in 
respect to total assets: 


Royal 
Montreal .................. 
Commerce 

Nova Scotia 


$764,884,576 
cence 155,147,876 
490,921,798 
241,694,593 





The increase in total assets was due to 
the absorption of the Union to the extent 
of about $105,000,000, leaving about $100,- 
000,000 representing expansion in other di- 
rections. The merger probably accounts 
for the great bulk of the increase of $42,- 
350,000 in current loans in Canada, but in 
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addition the current loans in other countries 
expanded $36,350,000 and call loans in 
Canada and abroad by $17,360,000 and $21,- 
000,000 respectively. 

Increased business was also reflected in 
the profit and loss statement. Profits for 
the year amounted to $4,081,628 as compared 
with $3,878,976 for the year 1924. 


DOMINION BANK’S STATEMENT 


Profits of the Dominion Bank, Toronto, 
for the year ended December 31, 1925, after 
deducting charges of management and 
making full provision for bad and doubtful 
debts, amounted to $1,156,840. Quick or 
readily available assets, consisting of cash, 
bank balances, securities and call loans, 
stood, on December 31, 1925, at $71,591,187, 
and total assets amounted to $127,933,136. 
Capital, reserve and undivided profits 
amounted to $14,204,370. 
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What a Banker Thinks of Good Letters 


RITING in a recent number 
W of Printers Ink, Charles R. 

Weirs, assistant vice-president 
of the National Shawmut Bank of 
Boston says that the “reason for getting 
nothing out of hundreds of letters is that 
nothing but bunk, bluster and bluff is 
put into them before they are sent 
to the man at the other end of the 
bargain.” 

By way of an example he writes: 


The other day I ran across a stock letter, 
duly processed and with the name and ad- 
dress filled in, from a big organization with 
several millions in resources. It read as 
follows: 


We thank you very much for the calendar 
which you sent us. It showed originality 
of thought and cleverness of design. It is 
always good to look at a real good piece or 
work. 

Very truly yours, 


The composer of this piece of work was 
so intent upon getting out an_ insincere 
form that he didn’t even observe the use 
of “or” instead of “of” in his last sentence. 
Worst of all he tried to make up more or 
less of a cordial communication and then 
concluded it with a hackneyed “Very truly 
yours.” 

Imagine, if you please, a man so indif- 
ferent and so lacking in thoughtfulness as 
to send out the same kind of an acknowl- 
edgment for every calendar he receives. 
You might also go further and consider 
the absurdity of telling every man that his 
product embodies the same “originality of 
thought and cleverness of design” as the 
product of somebody else a thousand miles 
away. 


Mr. Weirs gives several examples of 
what he considers to be good letters 
largely on account of their human and 


sincere qualities. Here is one that he 
gives as an example of the proper way 
to straighten out a tangle: 


A careful review of the correspondence 
we have had with you with regard to your 
typewriter account proves most conclusively 
that we deserve the vigorous lambasting 
you gave us in your letter of recent date. 
It appears that we have played both the 
role of a bone-head and a blind man and as 
a result we have succeeded in getting you 
into a frame of mind where you believe we 
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are not entitled to either the confidence or 
the co-operation of intelligent people. 

It is unfortunate that we have fallen so 
far short of the high opinion you have here- 
tofore entertained of our business methods. 
It is doubly unfortunate that our people, up 
to this time, have failed to appreciate the 
clearness and fairness of your different re- 
quests. However, the fact remains that we 
fell down badly, and as a fancy excuse 
would be both weak and silly, we are most 
happy to go the limit by offering you a 
sincere apology, which we trust you will 
accept in the same generous spirit in which 
it is offered. 

The instalment end of our business is a 
brand new venture. Its success thus far has 
gone away beyond our fondest expectations. 
These two statements will, doubtless, arouse 
your sympathy. They will, at least, help 
you to recall some of your own experiences 
in contending with new propositions which 
have insisted upon traveling in routes which 
you had not surveyed or expected at the 
beginning. 

As for Mr. Johnson, whom you liken to a 
certain gentleman of colored extraction, we 
hold no brief; although it seems fair to tell 
you that his amiable character takes him 
out of the class of a pugilist. Best of all, 
he is a man with a fine conception of good 
service and one who would do you no in- 
justice intentionally or otherwise. The fact 
that he has unconsciously lost your confi- 
dence is no reflection upon him personally, 
but rather upon those under his direction 
who have failed, for some reason or other, 
to follow his efficient instructions. 

We have now said more than we intended. 
Perhaps we have said too much. In any 
event, the tone of our advice will probably 
satisfy you that we are in a penitent mood 
for not measuring up well in our handling 
of your typewriter transaction, as we are 
for all of the unnecessary annoyance to 
which we have subjected you. 

Your typewriter account, amounting to a 
total of $60, which included insurance, was 
originated on July 23, 1924. The total of 
your payments and credits to date amount 
to $34.50, which, deducted from the original 
amount of your account, leaves a balance in 
our favor of $25.50. 

Please compare the above with your 
records and then write us promptly in case 
there are any discrepancies. 

In the meantime you have our thanks 
for the frankness of your letter and the op- 
portunity it has given us to make some 
needed reforms in our service. 
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Some Recent Bank Building Operations 
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The most recently opened office of the Equitable Trust Company, New York, at 
79 Madison avenue, to be known as the Twenty-eighth street office. 


343 








THE BANKERS MAGAZINE 


The building recently completed for the Wayne National Bank, Goldsboro, N. C., 
designed by Alfred C. Bossom, bank architect, New York. 
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The main banking room of the recently completed Wayne National Bank, Goldsboro, 
N. C., designed by Alfred C. Bossom, bank architect, New York. 





The interior of the Peoples National Bank and Trust Company, Lynbrook, N. Y., 
well lighted and spacious, providing an appropriate setting for the equipment. The 
building was planned by and is being constructed wnder the supervision of 
Morgan, French & Co., Inc., bank architects and engineers, New York. 
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A view in the Federal Reserve Bank, Cleveland, O., showing Acousti-Celotex 
ceiling used for acoustical correction. 


The architects’ drawing of the new building under construction for the First 
National Bank, Tuckahoe,-N. Y. The building was planned by and is being 
constructed under the supervision of Holmes & Winslow, bank architects, New 


York. 
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The beautiful Federal Reserve Bank building of San Francisco, Calif., is equipped 
with steel casement windows which were installed by the Crittall Casement Window 
Company of Detroit. The architect for the building was George W. Kelham. 
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The one story, classical design building of the First National Bank, Ramsey, N. J., 
designed by Purdy & Davis, architects, New York. The large windows provide 
plenty of display space for window advertising. 


Ly 


Architects’ drawing of the new building for the Bank of Charleroi and Trust 
Company, Charleroi, Pa. The fluted pilasters and the heavy courses of granite 
at the top give the building an effective appearance of stability and strength- 
It was designed by Hopkins & Dentz, architects, New York. 
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Tue ANALYSIS OF FINANCIAL STATEMENTS. 
By H. G. Guthmann. N. Y.: Prentice- 
Hall. $5. 


FINANCIAL STATEMENTS AND THEIR ANALY- 
sis. By F. A. Martinetti. Tacoma, Wash- 
Smith-Digby Co. $1. 


ington. 


Mr. Guthmann has, in his book, made an 
interesting combination of the theoretical 
and practical. He has laid down principles 
for the analysis of statements, and then has 
by numerous specific examples, shown how 
these principles are to be used in the actual 
work of analysis. The whole first part of 
the book is devoted to the principles of 
statement analysis, beginning with the place 
of financial statements in modern business. 
“After the executive,” he says, “there is 
probably no one quite so interested in the 
details of the finances of an enterprise as 
the banker. The banker stands in a par- 
ticularly confidential relation to his cus- 
tomer. Because of the narrow margin of 
profit in banking, caution is so necessary 
that it has become a proverbial charac- 
teristic of the banker. In general, the com- 
mercial banker discounts the notes of his 
customer for a short period, say, thirty to 
ninety days. He does not wish merely to 
be assured that these notes will be paid ul- 
timately, but that they will be paid when 
they come due. ... This means that the 
banker’s analysis, in the first instance, 
should be thoroughly searching. He should 
extend credit only where the situation is 
fundamentally sound, even though the ad- 
vance is in theory but temporary and then, 
if it becomes necessary to carry his cus- 
tomer along, he can do so with confidence.” 
Mr. Guthmann does not contend that 
analysis of financial statements should be 
the only test of a credit risk. He admits 
the necessity and utility of agency reports 
and personal interviews, but, “The personal 
interview must be regarded as a supplement 
to, and not a_ substitute for, financial 
statements.” 

In discussing the analysis of statements, 
he begins with the construction of the 
various statements, and then takes them 
up, item by item, giving a great deal of at- 
tention to working capital, fixed assets and 
capitalization, and supplementary informa- 
tion. 

Perhaps the most interesting part is the 


chapter on “Internal Analysis by Ratio 
Studies.” He discusses the utility of and 
the defects of all the commonly used ratios, 
including the so called “dynamic ratios” of 
Alexander Wall. The debt to net worth 
ratio, he says, “is fair only where the 
balance sheet is correct.” This would seem 
to be obvious of all ratios, and of state- 
ment analysis itself. Certainly no analysis, 
no matter how careful it may be can be 
reliable, if based upon an incorrect or false 
statement. The whole structure of state- 
ment analysis is based upon reliable state- 
ments. And yet this warning about un- 
reliable statements crops up frequently 
throughout the book. As for ratio study in 
general, its one fault, up to the present 
time “has been the tendency to regard 
averages as standards to be met. Yet these 
averages are frequently unrepresentative, in 
that the actual ratios are widely variant. 
. . . Ratios are valuable, however, in focus- 
ing attention upon the more important 
financial relationships.” 

The second part of the book is devoted 
to the analysis of railroad statements, gas 
manufacturing concerns, hydro-electric com- 
panies, mercantile and manufacturing cor- 
porations, mining statements, bank state- 
ments, insurance company statements, and 
holding companies’ reports. It would seem 
that some of these; for example, gas manu- 
facturing concerns and insurance company 
statements, are hardly widely enough used’ 
to deserve such extended treatment. How- 
ever, they serve well as examples on which 
to demonstrate the principles_set down in 
the first part of the book. The chapter on 
“Bank Statements” contains little that is 
new or particularly illuminating. 

Mr. Guthmann brings to his subject the 
trained mind of a professor and the pro- 
fessional skill of a C. P. A. The result is. 
a well organized, thorough, clear and in- 
teresting presentation of the subject of 
statement analysis, which should prove of 
some value to even the most experienced 
analyst. 

Not as much can be said for Mr. Mar- 
tinetti’s booklet, although it is good in its 
way. It is intended merely as a rougi 
guide to statement analysis,-and refers more 
particularly to statements of small traders 
—those with $20,000 capital or less. Mer- 
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Practical Books on Bankin 








The Paying Teller’s Department 


By Glenn G. Munn, lecturer, American Institute 
of Banking. 144 pages, 4% by 6%. Bound in 
boards. Price, $1.25. 


The purpose of this volume is to present in 
a practical manner the functions of the paying 
teller and related departments in every phase 
—whether they occur in a city or country bank, 
or in the East or West. It is intended as a 
reference book to which the officers, paying 
tellers and other clerks may turn for guidance 
in answering questions which constantly arise 
with regard to cashing checks, certifications, 
reserve requirements, supply and disposition of 
money, tests for counterfeit money and raised 
bills, shipping currency, etc. 


The Bank Credit Investigator 


By Russell F. Prudden. 200 pages. Cloth. 


Price, $1.50. 


This book was written primarily as a text- 
book for the beginner—the young man who is 
just starting in at bank credit investigation 
work. It is designed to give him an under- 
standing of the importance of this branch of 
bank work, an appreciation of the necessity for 
tact and diplomacy, and by concrete example, 
to explain the various steps in the scientific 
investigation of a credit risk. Credit managers 
will find this book of the greatest usefulness 
in training the members of their staff and in 
helping them to avoid the errors that come 
from inexperience. Young bankers that expect 
to get into credit work should read this book 
in order to grasp the fundamentals of the work 
It should be in every bank library. 


Bank Credit Methods and Practice 


By Thomas J. Kavanaugh, vice-president, Mis- 
sissippi Valley Trust Co., St. Louis, and 
lecturer at St. Louis University. Second 
edition, 241 pages. Illustrated with forms. 
5% by 8. Cloth, $2.50. 


This book contains an accurate description 
of the operation of a credit department in a 
modern bank, showing how credits are passed 
upon by the bank executive and how essential 
information is kept on file. It is useful not 
only to the banker but also to the business 
executive who is interested in learning the 
banker’s attitude on what is and what is not 
a good credit risk. 


The Cause and Prevention of Bank 
Defalcations 


By Martin K. Fowler, New Jersey State Bank 
Examiner. 150 pages. 4% by 6%. Bound in 
boards. Price, $1.50. 


This book was written primarily as a means 
of pointing out to bank directors and officers 
their responsibility for the prevention of crim- 
inal defalcations. After many years of experi- 
ence Mr. Fowler has reached the conclusion that 
most defalcations can be prevented by more 
diligence on the part of directors in removing 
both the desire and the opportunity for crime. 
In this book the author sets forth the causes 
and suggests methods for the prevention of 
bank defalcations. 
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The Bank Agricultural Department 


By R. A. Ward, general manager, Pacific Co- 
operative Woolgrowers; formerly vice-presi- 
dent, First National Bank of Bend, Ore., and 
member of the agricultural committee, Ore- 
gon Bankers Association. 4% by 6%. Bound 
in boards. Price, $1.25. 


This book shows the bank serving an agricul- 
tural district how to organize a special depart- 
ment to serve the farming interests of the 
community. It tells why a service of this kind 
is profitable for the bank and how it can be 
of help to the bank’s customers. 





Elements of Foreign Exchange 


By Franklin Escher, special lecturer on Foreign 
Exchange at New York University. Ninth 
edition. 160 pages, 5% by 8. Cloth, $1.60. 


This book is elementary and is designed for 
the reader who wants to get a clear idea of 
how foreign exchange works without going too 
deeply into technicalities. It gives a elear un- 
derstanding of the causes which affect the 
movement of foreign exchange, its influence on 
the money and security market, etc. 


The New Business Department 


By T. D. MacGregor, vice-president, Edwin Bird 
Wilson, Inc. 104 pages, 4% by 6%. Bound in 
boards. Price, $1.25. 


This book describes the actual operation and 
organization of the “new business department” 
of a modern bank and shows how any bank can 
organize such a department and make it a 
profitable producer of new business and ac- 
counts. 


The Women’s Department 


By Anne Seward, Empire Trust Company, New 
York—one of the -ablest and best known 
women bankers in the country. 120 pages. 
4% by 6%. Bound in boards. Price, $1.25. 


This book contains, in addition to interesting 
and helpful personal experience of the author, 
a fund of hardheaded and valuable information 
on the problems incident to the profitable opera- 
tion of the women’s department in a suburban, 
small town or metropolitan bank. An invalu- 
able book for banks operating women’s depart- 
ments or contemplating the organization of 
such departments. No bank official or bank 
woman can afford not to be informed on this 
phase of American banking. 


Commercial Paper 


By W. H. Kniffin, Jr., vice-president Bank of 

Rockville Centre, N. Y. 174 pages, illus 
trated. 6 by 9. Cloth, $2.50. 

This book fills a long-felt want for a book 
that will enable the banker and the credit 
man to properly analyze credit statements and 
thus be able to pass properly on the credit risk 
involved. Also shows how to buy commercial 
paper. A number of actual financial statements 
covering various lines are given and carefully 
analyzed to show strong and weak points. The 
subject of acceptances is also given careful 
consideration. 
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Encyclopedia of Banking and 
Finance 


By Glenn G. Munn, author, “The Paying Teller’s 
Department.” Lecturer, American Institute 
of Banking. 600 pages. 7% by 10%. Bound in 
cloth. Price, $10.00. 

This is the first encyclopedia of banking and 
finance to be published. It describes over 3000 
terms relating to money, credit, banking prac- 
tice and history, law, accounting and organiza- 
tion, foreign exchange, trusts, investments, 
speculation, markets and brokerage. Under one 
cover the author has compiled information 
taken from_ hundreds of different sources, 
alphabetically arranged so that the reader can 
turn to the subject in which he is interested 
with a minimum of time and effort. 

A feature of this work is the inclusion of the 
text of such important legislation as the Federal 
Reserve Act, the Federal Farm Loan Act, the 
Agricultural Credits Act, the Negotiable Instru- 
ments Law, the National Bankruptcy Act, the 
Bill of Lading Act and the Cotton Futures Act. 

Another valuable feature is the bibliography 
given at the end of each important topic, re- 
ferring the reader to the various sources from 
which more detailed information can be obtained 
about the subject in which he is interested. 

This book is useful for the bank executive as 
a handy work of reference, and to the student 
of banking as a means of acquiring a broad 
knowledge of banking subjects. Regular study 
of this book is recommended to those who 
would be well informed on banking. This book 
should be made available to employees in every 
bank in the country. 


Recollections of a Busy Life 


By the late James B. Forgan, formerly chair- 
man of the First National Bank, Chicago, 
De Luxe Autographed Editon, personally 
signed by the author. Only Hmited number 
still available. 335 pages. 5% by 8%. Genuine 
leather. Price, $6.00. 


This is the life story of one of America’s best 
loved bankers—told in a simple, unassuming and 
yet wholly captivating style. From the day that 
“Jamie” Forgan’s grandfather walked three 
quarters of the two miles along the Fife Sea- 
coast with his youthful grandson before the 
latter embarked for Canada, to the day when 
James B. Forgan, banker, was summoned to the 
White House by Theodore Roosevelt to give the 
President his views on a national system for the 


mutual guaranty of bank deposits which Mr. 
Forgan opposed as inimical to sound banking, is 
a period of over fifty years, not one of which 
the author considered too “busy” to enjoy to its 
fullest. 

The lighter details of the author’s experi- 
ences as well as the more serious side in con- 
nection with his chosen profession make the 
book of interest to all bankers—young and old. 
The younger bankers will receive inspiration 
from the author’s account of the reasons for his 
success, and the older generation will enjoy Mr. 
Forgan’s recollections of former days. 


The Romance and Tragedy of 


By the late Thomas P. Kane, 
Comptroller of the Currency. 
by 6%. Bound in cloth, $5.00. 
This really remarkable book contains within 

its 550 pages the story of National Banking 
since the Civil War. It tells how the system 
was first put in operation and how it has been 
administered. Many interesting and significant 
incidents connected with National Bank super- 
vision are here related for the first time. 

One of the most interesting features of the 
book is its graphic description of the events 
leading up to many of the most famous bank 
failures under the National Bank Act. The 
causes of bank failures are always of vital in- 
terest to bank executives, and these inside 
stories of famous disasters should prove particu- 
larly valuable. 

This volume is not dry and uninteresting. It 


former Deputy 
550 pages, 9% 


‘is written in an easy, readable narrative style 


with particular emphasis on the human side of 
banking. The vivid personalities that have held 
the stage in the banking drama of the past 
half century are described, particular emphasis 
being placed on the Comptrollers of the Cur- 
rency, whose administrations are all described 
in detail. 





HOW TO ORDER 

Any of the books described above will 
be sent on five days’ approval to any 
bank or banker in the United States. 

Non-bankers and banks located out- 
side the United States should accompany 
their orders with cash remittances 
which will be promptly refunded upon 
the return of any found to be un- 
satisfactory. 
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chandise, cash, accounts, receivable, notes 
receivable, fixtures, plant, machinery, and 
accounts payable are all treated briefly in 
the scope of forty-one small pages. The 
salient points are mentioned, but not en- 
larged upon or illustrated by examples. One 
interesting fact brought out is that in a 
falsified statement, most misstatements are 
among the assets. “Men who would never 
think of understating their liabilities,” says 
Mr. Martinetti “will produce the same re- 
sult by inflating their assets.” It must be 
said, though, that the book is rather sketchy. 
It merely outlines the subject, but does not 
go into it deeply enough to prove of much 
value to experienced bankers. 


-- 


Practicat Banxinc. By Gerald W. Jamie- 
son. N. Y.: McGraw-Hill. $2. 


Mr. Jamieson says in his preface that he 
has written “Practical Banking” for those 
who are engaged in or who are learning 
the banking business, for those who have 
close contacts with banking procedure, and 
for use as a text in secondary schools and 
colleges. If he had undertaken to write 
a book for any one of these groups of 
people, it might have been more successful, 
but it seems a hopeless task to give infor- 
mation about banking to the “layman,” the 
banker, and the student, all in one volume. 

He begins with the organization of a 
bank, and follows it with a chapter on de- 
posits—how to get them, what their legal 
nature is, the forms used, etc. So far, so 
good. Then comes the chapter on loans and 
investment. In it are included the reserve 
requirements of Wisconsin, how to repair 
a depleted reserve, a summary of the ad- 
vantages of commercial paper, a catalogu- 
ing of the various types of bonds, and a 
few paragraphs on agricultural loans; but 
nothing more specific on how banks should 
loan their funds than that “loans should 
be well distributed.” The chapters on mort- 
gages and on negotiable instruments are 
excellent from the legal standpoint, as are 
also those on contracts and agency, al- 
though these four chapters take up almost 
half the book. The chapter on collections is 
fairly complete, and one of the best in 
the book. Then, there is a brief explana- 
tion of the Federal Reserve System, quite 
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essential to a book of this kind. But it 
seems rather futile to include in this chapter 
provisions of the Federal Reserve Act that 
never came into force. In the chapter on 
bank statements and bookkeeping, there is 
a careful explanation of the various items 
in a bank statement, but practically nothing 
of the work of bookkeeping in the bank, and 
the problems a bookkeeper meets most fre- 
quently. 

Finally, there is an excellent chapter on 
the human element in banking. 

Mr. Jamieson has endeavored, so he says, 
“particularly to organize the facts bearing 
upon the technique of banking.” He has 
not succeeded. What he has written is a 
book on banking theory and banking law, 
with a few chapters on the technique of 
banking included in it. 


a 


Frencu 1x Commerce. By Jean J. Labat. 
Chicago: A. W. Shaw Co. $3.50. 


As our foreign trade grows, it will be neces- 
sary more and more to learn to speak and 
write to the foreign peoples in their own 
languages. This applies to bankers in- 
terested in foreign financing as well as to 
import and export houses. It is encouraging 
to see that moves are being made to edu- 
cate the young men entering business to do 
this—witness the courses in commercial 
French or German, etc., which are appearing 
in college curricula, and books like “French 
in Commerce.” French is particularly useful 
in foreign intercourse, because, having been 
for so long the language of diplomacy it is 
probably more generally understood abroad 
than any other language. 

“French in Commerce” is written with a 
definite aim in view—to train men to trans- 
act business in French. Its lessons and 
illustrations are all directed to that end, and 
external matter is excluded in so far as pos- 
sible. It assumes a knowledge of elemen- 
tary French, and proceeds from there to 
instruct the student how to write and ac- 
knowledge various kinds of business letters, 
how to transact a banking cperation, how 
to frame a circular letter, etc. In doing 
this, however, grammatical rules and correct 
use of language are not neglected. 

Finally, the book includes a vocabulary of 
trade terms and phrases, the metric system 
of weights and measures, and a number of 
selections for reading, giving information 
about various industries and customs of 
France. To the student who wants to learn 
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French for practical use, and not as an 
ornament for polite society, the book should 
prove very valuable. 


a 


Enouisu, FreNncH AND GERMAN BANKING 

Terms, PHRASES AND CORRESPONDENCE. 
Compiled by Herbert Scott. N. Y.: 
Bankers Publishing Co. $3.25. 


Even the most thorough knowledge of the 
rules of grammar and construction of a 
foreign language is not enough for carrying 
on a conversation or correspondence in that 
language, effectively. There are still many 
idioms, and phrases that go with various 
transactions and situations that must be 
learned. Hence the need for such a book as 
this “solely devoted to foreign correspond- 
ence as applied to banking,” which is in- 
tended to supplement the textbooks on 
French and German commercial corres- 
pondence. 

It contains 114 closely printed pages of 
banking terms, alphabetically arranged; 
with the English, French, and German 
equivalents in parallel columns. The appen- 
dix lists balance sheet items in English, 
French and German in parallel columns, 
gives the principle French banking and 
financial abbreviations, and includes a 
French-English vocabulary, a German- 
English vocabulary, and indexes of the 
French and German expressions. 

“Experts in translating,” says Mr. Scott 
in his preface, “are accustomed to the 
question ‘This rendering seems to be good. 
What is wrong with it? The difficulty is 
that in many cases there is present the un- 
comfortable feeling engendered by a knowl- 
edge that the foreign recipient will smile 
at the writer’s ignorance of the correct term 
or expression. This small volume will have 
achieved its end if it is instrumental in 
assisting its user in cases of doubt.” It 
should prove a valuable companion volume 
to “French in Commerce.” 


a 


Junior Banx Book anv Picrure Pvuzzze. 
By Elizabeth Herbert Childs. N. Y.: The 
Platt & Munk Co., Inc. $1. 


Tus is a very interesting little book de- 
signed to help children to save. It con- 
tains four pages with circles cut in them to 
receive pennies, nickles, dimes, and quar- 
ters, respectively. Opposite each page is a 
verse carrying the thrift idea. As the child 
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A New Book for 
Trust Departments 
in Banks and Trust 
Companies... . 








This book discusses the functions of the 
trust department; the organization of such a 
department, its ment and operation. 
It describes clearly thoroughly how trust 
department work is handled in actual practice, 
every detail being covered from the personnel 
and organization to the safeguarding of securi- 
ties and handling of charges and fees. 


In a new book just published you can 
obtain all the above information 


Trust 
Departments 


in Banks and Trust Companies 


By Cray Herrick 


Vice-President the Guardian Trust Company, 
Cleveland, Ohio 


435 pages, 5 x 8, $4.00 net 


The book is the first complete specialized 
treatment of the trust department. It is an 
up-to-the-minute guide to the best and accept- 
ed trust department practice and procedure. 

Chapters on Trust Accounting and Audit 
and Control give specific information about 
this work. parate chapters describe sys- 
tems in actual use for the safeguarding of 
securities and the handling of investments. 
Many valuable schedules, tables and lists are 
included throughout the book and also in the 
appendices. 





Some other good books of interest 
to Bankers: 














1. Kniffin : C jal Banking. 2 vol $7.00 
2. Kniffin: American Banking Practice 3.50 
3. Kniffin: The Business Man and His Bank 3.00 
4. Wright: Bank Credit and Agriculture 3.00 
5. Wright: Farm Mortgage Financing 3.00 
6. Edwards: Foreign Commercial Credits 2.70 
7. Goldenweiser: The Federal Reserve Sys- 

tem in Operation 3.00 
8. Kent: Math ical Principles of Finance 3.00 
9. Jamieson: Practical Banking 2.00 
10. Munn: Bank Credit Principles and Oper- 

ating Procedure 3.00 


You may order any ¥, these informative books 


The Bankers Magazine 


71 Murray Street, New York City 
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inserts a coin in each circle (the circles are 
numbered) a paper sticker with a corres- 
ponding number is taken out of an en- 
velope fastened to the back cover of the 
book, and pasted over it. The face of the 
sticker contains a part of a picture, so that 
when all the circles are filled and covered 
with stickers, the page will show a com- 
pleted picture. When the book is entirely 
filled it contains $5. Then the stamps can 
be removed, another set purchased for 25 
cents, and the saving started over again. 
A larger size book on the same order, called 
“The Fun of Saving Up” is published at 
$1.50. 


oe 


Byways AND BouLevarps IN AND ABOUT 
Hisroric Puirapetraia. By F. B. Brandt 
and H. V. Gunmere. Philadelphia: Corn 
Exchange National Bank. $3. 


A very beautiful auto-guide book to PhiJa- 
delphia, compiled under the direction of the 
Corn Exchange National Bank of that city. 
It contains a chapter of historic facts about 
Philadelphia, another on the national gov- 
ernment at Philadelphia, and twenty-six 
motor trips visiting various historic and in- 
teresting places in the city. The descrip- 
tions of the tours are handsomely illustrated 
with over 300 reproductions of prints, paint- 
ings, and photographs. Its purpose is, ac- 
cording to the bank, to “help to make 
Philadelphia better known to its own citizens 
and to visitors from afar.” The Sesqui- 
Centennial International Exposition has 
designated the book as its official historic 
auto-guide; and, with its blue cover and 
gold stamping, it makes an_ attractive 
souvenir of the exposition. 


a 


Other New Books 


ANALYZING FINANCIAL STATEMENTS. By 
Stephen Gilman. N. Y.: Ronald Press. 
$3.50. 

Exrertence WitH EmplLoye 
N. Y.: National Industrial 
Board. $1.50. 

Business AND INVESTMENT ForecastTinc. By 
Ray Vance. N. Y.: Harper. $2.50. 

An Economic History or Enotanp. By 
Charlotte M. Waters. N. Y.: Oxford Press. 
$3.25. 


MAGAZINES. 
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Tue Wueat Pir. By Edward Jerome Dies. 
Chicago: Argyle Press. $1. 

Bupcetinc THE Business Cycre. By Joseph 
H. Barber. N. Y.: Ronald Press. $1.25. 
ProriraBLE INvEsTMENT. By John Moody. 

N. Y.: B. C. Forbes Publishing Co. 

Cases on Business Law. By Leslie J. 
Ayer. Seattle, Wash.: Univ. of Wash. 
Book Store. $5. 

Cases ON Feperat Taxation. By J. H. 
Beale and Roswell Magill. N. Y.: Prentice- 
Hall. $6. ; 

Van Dyxe’s Ipgat Vest Pocket Bonn 
Vatve Tasres. N. Y.: Financial Press. 
$6.50. 

A First Course 1n Sraristicat Meruop. By 
G. Irving Gavett. N. Y.: McGraw-Hill. 
$3.50. 


THE Economic Prosiem. By R. G. Hawtrey. 


@ny.: Longmans. $3.75. 


Aw Intropuction to Business, By H. H. 
Maynard and W. C. Weidler. N. Y.: 
Ronald Press. $4. 

Rupiments or Bustness Finance. By E. S. 
Mead and K. W. H. Scholz. N. Y.: Apple- 
ton. $2. 

Grapuic. Meruops ror PreseNnTING Busi- 
ness Statistics. By John R. Riggleman. 
N. Y.: McGraw-Hill. $2.50. 

FinanciaL Statistics oF Crrres HAvING A 
Poputation or Over 300,000, 1923. Dept. 
of Commerce, Bureau of the Census. 
Washington, D. C.: Government Printing 
Office. $1. 

Foreign Excuance. By T. E. Gregory. 
N. Y.: Oxford Press. 85 cents. 

A History or Economic ProGrEss IN THE 
-Unrrep States. By Walter W. Jennings. 
N. Y.: Crowell. $4.50. 


a 


Books ;Received 


Denate Hanpsoox (State Property Tax to 
Aid in the Support of an Eight Months 
School Term). Chapel Hill, N. C.: Univ. 
of North Carolina Press. 50 cents. 


Tue Brancn Banxinc Question. By 
Charles W. Collins. N. Y.: Macmillan. 
$1.75. 


Feperat Reserve Banxkine Practice. By 
H. Parker Willis and William H. Steiner. 
N. Y.: Appleton. $10. 
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Service 


HE service rendered by a financial institu- 

tion is the chief factor in retaining customers. 
In both our Banking and Trust Departments we 
are still serving many of the grandchildren and 
great-grandchildren of those who originally 
opened deposit or fiduciary accounts with us. 


Experience—Fidelity— Permanence 

















Bank of New York & Trust Co. 


Capital, Surplus and Undivided Profits 
over $16,000,000 
Main Office Foreign Department 
52 Wall Street 48 Wall Street 
Madison Avenue Office 
at 63rd Street 























OVER A HUNDRED YEARS OF COMMERCIAL BANKING 
‘COMPANY 


An Added Responsibility 


When the individual customer brings his business 
to us, he tells us personally just what he wants, 
and is at hand to obtain it directly. 


But with our correspondent banks, our business 
is transacted at a distance. We feel, therefore, an 
added responsibility to see that every considera- 
tion and attention is given to their business. 


| CHATHAM PHENIX 


NATIONAL BANK AND TRuST COMPANY 
149 BROADWAY, corner LIBERTY STREET 


New York Ciry ONENIE. 
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